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REPEAL  OF  THE  DAVIS-BACON  ACT,  S.  141 


WEDNESDAY,  FEBRUARY  15,  1995 

U.S.  Senate, 
Committee  on  Labor  and  Human  Resources, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  9:08  a.m.,  in  room 
SD-430,  Dirksen  Senate  Office  Building,  Senator  James  Jeffords, 
presiding. 

Present:  Senators  Jeffords,  Frist,  DeWine,  Ashcroft,  Grorton,  Ken- 
nedy, Pell,  Simon,  and  Mikulski. 

Opening  Statement  of  Senator  Jeffords 

Senator  Jeffords,  [presiding.]  The  committee  will  come  to  order. 

First  of  all,  Senator  Kassebaum  would  like  very  much  to  be  here 
and  had  planned  to  be,  but  she  has  been  taken  ill  with  one  of  those 
nasty  bugs  that  is  roaming  the  country  and  so  is  unable  to  come 
in  this  morning,  and  she  asked  me  to  chair  the  hearing  this  morn- 
ing. 

We  will  follow  the  normal  rules,  where  I  will  make  a  brief  open- 
ing statement,  and  then  I  will  turn  to  the  Democrats  to  make  an 
opening  statement  for  the  minority,  and  then  we  will  hear  from  our 
panels  and  then  continue  with  the  normal  process  of  questioning. 

I  want  to  welcome  you  all  here  on  behalf  of  myself  and  Senator 
Kassebaum.  Today,  the  Senate  Committee  on  Labor  and  Human 
Resources  will  hear  testimony  on  S.  141,  the  David  Bacon  Repeal 
Act.  I  expect  that  the  excellent  witnesses  that  we  have  assembled 
will  provide  us  with  meaningful  insight  on  the  status  of  the  Davis- 
Bacon  in  the  year  1995. 

The  Davis-Bacon  Act  is  a  Depression-era  law  that  requires  con- 
tractors on  Federal  construction  projects  valued  at  over  $2,000  to 
pay  their  workers  not  less  than  the  level  of  wages  found  by  the  De- 
partment of  Labor  to  be  prevailing  in  the  particular  area.  Experi- 
ence tells  us  that  these  prevailing  wages  often  exceed  the  market 
wage  rates  that  apply  to  similar  construction  projects  not  carried 
out  under  Government  contracts. 

During  my  years  in  Congress,  I  have  generally  been  a  supporter 
of  the  fundamental  purpose  of  the  Davis-Bacon  Act,  which  inciden- 
tally was  put  forward  by  Republicans  back  in  the  early  years  of  the 
Depression.  That  purpose  is  to  prevent  the  Federal  Government 
from  undercutting  local  wages  and  working  conditions. 

However,  I  have  also  recognized  the  need  for  reform  of  the  Act 
to  prevent  the  Federal  Government  from  paying  a  premium  above 
local  wage  and  benefit  scales.  In  fact,  as  the  Act  is  currently  en- 
forced, its  purpose  is  often  turned  on  its  head  to  prevent  the  real 
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prevailing  wage  rates  and  wage  structures  from  being  employed  on 
federally-funded  construction  projects. 

The  primary  and  most  blatant  example  of  this  is  the  continuing 
battle  over  the  helper  regulations.  I  have  consistently  supported 
the  implementation  of  the  nelper  regulations  as  a  rational  cost-sav- 
ing measure.  However,  these  regulations  and  other  efforts  at 
Davis-Bacon  reform  have  persistently  been  blocked,  largely  through 
the  opposition  of  organized  labor. 

I  am  convinced  that  repeal  is  the  right  course.  In  these  budget- 
sensitive  times,  repeal  produces  a  very  positive  budgetary  impact, 
with  savings  of  roughly  $3  billion  in  outlays  over  5  years.  Once 
that  is  done,  once  the  old  law  is  repealed,  we  can  always  go  on  to 
consider  other  evidence  or  any  evidence  of  a  negative  impact  on 
local  wage  and  benefit  structures  resulting  from  the  Federal  con- 
struction contracts  on  local  wage  and  benefit  structures. 

However,  I  am  not  convinced  that  that  case  can  be  made  based 
on  current  facts.  Public  construction  now  constitutes  only  20  to  25 
percent  of  all  construction,  with  the  Federal  portion  being  an  even 
smaller  amount.  When  Davis-Bacon  was  enacted  during  the  heart 
of  the  Depression,  that  figure  was  as  much  as  60  percent  of  all  new 
construction.  Thus  Federal  contracts  are  now  the  tail  rather  than 
the  dog. 

The  bill  we  address  in  today's  hearing  is  designed  to  recognize 
this  new  reality  and  to  bring  our  Federal  policy  into  compliance 
with  it.  This  is  an  era  of  budget  demands  and  savings,  and  what 
we  can  save  in  these  matters  can  in  many  cases  be  put  to  better 
use  in  other  areas  for  deficit  reduction. 

I  look  forward  to  the  testimony  and  the  discussion  which  will  fol- 
low. 

I  will  include  Senators  Kassebaum  and  Frist  statements  in  the 
record  at  this  point. 

[The  prepared  statements  of  Senators  Kassebaum  and  Frist  fol- 
low:] 

Prepared  Statement  of  Senator  Kassebaum 

Today,  the  Senate  Committee  on  Labor  and  Human  Resources 
will  hear  testimony  on  the  repeal  of  the  Davis-Bacon  Act,  S.  141. 
Davis-Bacon  is  a  Depression-Era  law  that  requires  contractors  on 
Federal  construction  projects  costing  over  $2,000  to  pay  their  work- 
ers not  less  than  the  "prevailing  wage,"  which  often  exceeds  the 
market  wage  by  a  considerable  amount. 

In  addition,  Davis-Bacon  requires  contractors  to  follow  narrow 
"prevailing  work  rules,"  which  also  raise  costs  and  diminish  job  op- 
portunities for  entry-level  workers. 

During  a  recent  press  conference.  President  Clinton  stated  that 
we  must  "look  at  every  single  government  department,  every  single 
government  program,"  in  short,  "review  everything  that  the  govern- 
ment does,"  to  see  whether  there  is  a  better  way  to  reach  our  goals. 
This  should  apply  to  welfare,  farm  programs,  and  Davis-Bacon. 

The  State  of  Kansas  has  been  a  leader  in  reevaluating  old  pro- 
grams. We  enacted  the  first  State  prevailing  wage  law  in  1891,  but 
the  State  legislature  repealed  it  in  1987  because  the  law  raised 
construction  costs  and  reduced  the  private  sector's  flexibility  to 
meet  Kansas'  construction  needs. 


Davis-Bacon  was  enacted  in  1931,  64  years  ago.  During  the  De- 
pression, with  the  economy  in  decHne,  the  government  poured 
money  into  the  construction  industry,  so  by  1934,  60  percent  of  all 
new  construction  was  publicly  financed.  Today,  construction  is  a 
$200  billion  industry,  and  three-quarters  of  it  is  privately  financed. 

There  may  well  have  been  a  need  for  Davis-Bacon  60  years  ago 
when  the  Federal  Government  performed  the  majority  of  our  con- 
struction and  competition  could  drive  wages  down.  But  times 
change,  and  our  laws  must  change  with  them. 

Davis-Bacon  is  an  outdated  law  that  even  the  General  Account- 
ing Office  recommended  be  repealed  15  years  ago.  I  look  forward 
to  the  testimony  today  from  several  public  officials,  contractors, 
and  Davis-Bacon  experts,  and  hope  that  we  can  soon  repeal  this 
outmoded  law. 

Prepared  Statement  of  Senator  Frist 

Thank  you.  Madam  Chairman.  I  am  pleased  to  have  the  oppor- 
tunity to  listen  to  testimony  related  to  the  repeal  of  the  Davis- 
Bacon  Act,  S.  141.  I  am  very  interested  in  actions  we  might  take 
to  increase  job  opportunities  for  our  constituents,  especially  those 
who  are  young  and  are  looking  for  that  first  opportunity  to  work. 
It  is  my  perception  that  with  the  repeal  of  the  Davis-Bacon  Act, 
those  opportunities  will  be  greater. 

I  am  fascinated  by  the  fact  that  the  Department  of  Labor  must 
conduct  so  many — 10,000 — prevailing  wage  determinations  annu- 
ally. What  value  is  derived  from  completing  and  analyzing  these 
data?  Do  we  know  who  benefits? 

It  would  seem  to  me  that  if  we  want  wages  paid  to  workers  to 
be  competitive  and  based  on  local  labor  market  information,  we 
don't  need  to  depend  on  Federal  data  analysts  to  make  that  hap- 
pen. Demographics  and  trends  in  unemployment  statistics  would 
suggest  that  employers  will  be  forced  to  pay  prevailing  wages  not 
by  a  Federal  law,  but  by  competition  for  the  shrinking  labor  pool. 

Some  supporters  of  Davis-Bacon  maintain  that  contractors  will 
do  shoddy  work  with  low-skill  workers  if  they  are  not  required  to 
comply  with  Davis-Bacon.  This  contention  fails  to  recognize  that 
contractors  want  repeat  business  and  therefore  will  do  good  work 
the  first  time  with  qualified  workers. 

Finally,  recently  enacted  Federal  education  and  training  stat- 
utes, such  as  the  School -to- Work  Opportunities  Act  and  Goals  2000: 
Educate  America  Act  came  about  because  of  our  interest  in  build- 
ing a  world  class  work  force  for  tomorrow.  If  we  are  serious  about 
doing  that,  we  must  remove  barriers  to  work  and  work-experience. 
S.  141  seems  like  a  step  in  the  right  direction.  Thank  you.  Chair- 
man. 

Senator  Jeffords.  Senator  Simon. 

Opening  Statement  of  Senator  Simon 

Senator  Simon.  Thank  you  very  much,  Senator  Jeffords. 

You  are  correct  when  you  say  that  this  Act  was  Republican-spon- 
sored. In  1931,  it  was  passed.  Representative  Robert  Bacon  was  a 
Republican  from  New  York,  and  he  said:  "The  Federal  Government 
should  not  engage  in  construction  work  in  any  State  and  under- 


mine  the  labor  wages  paid  in  that  State.  The  least  the  Federal 
Government  can  do  is  to  comply  with  the  local  standards  of  wages 
and  labor  prevailing  in  the  locality  where  the  building  construction 
is  to  take  place." 

The  first  State  to  enact  prevailing  wage  rates,  ironically,  was  the 
State  of  Kansas  in  1891.  And  I  have  put  up  a  chart  showing  from 
1979  to  1993  what  is  happening  in  the  growth  factor.  People  in  the 
construction  business  with  rare  exceptions  are  in  the  second  quin- 
tile  there,  the  quintile  where  there  is  already  a  7  percent  depres- 
sion in  real  wages. 

What  we  are  being  asked  to  do  with  the  repeal  of  Davis-Bacon 
is  to  depress  that  second  quintile  even  further.  And  I  do  not  think 
that  that  really  makes  sense. 

Of  the  prevailing  wages  determined,  29  percent  are  union,  48 
percent  nonunion,  and  23  percent  are  mixed. 

There  was  a  study  by  the  University  of  Utah,  and  let  me  just 
read  a  little  from  their  summary.  First,  "In  Utah,  whose  experience 
was  examined  most  closely,  the  State  budget  has  not  benefited 
from  repeal  of  the  prevailing  wage  law.  The  repeal  helped  drive 
down  construction  earnings,  and  the  State  has  lost  substantial  in- 
come tax  and  sales  tax  revenue.  In  the  decade  before  the  1981  re- 
peal in  Utah,  construction  worker  earnings  averaged  about  125 
percent  of  average  nonagri culture  earnings.  By  1993,  construction 
worker  earnings  had  fallen  to  102  percent  of  the  average  earnings 
for  Utah  workers.  This  decline  in  earnings  is  because  of  lower 
wages,  but  also  because  of  a  subsequent  shift  to  a  less  skilled  con- 
struction labor  force." 

"Second,  also  in  Utah,  the  size  of  total  cost  overruns  on  State 
road  construction  has  tripled  in  the  decade  since  repeal,  in  com- 
parison to  the  previous  decade." 

'Third,  looking  at  all  the  States  and  controlling  for  a  general 
downward  trend  in  real  construction  earnings,  variations  in  State 
unemployment  rates  and  regional  differences" — when  they  say  "all 
States,"  that  is  all  eight  States  that  have  repealed  Davis-Bacon — 
"repeals  have  cost  construction  workers  in  the  nine  States  at  least 
$1,477  per  year  in  earnings  on  average." 

"Fourth,  the  nine  States'  repeals  have  reduced  construction  train- 
ing in  those  States  by  40  percent."  In  other  words,  they  have  a  less 
skilled  work  force. 

"Fifth,  minority  representation  in  construction  training  programs 
has  fallen  even  faster  than  have  the  training  programs  in  repeal 
States." 

"Sixth,  and  not  insignificant,  occupational  injuries  in  construc- 
tion rose  by  15  percent  where  State  prevailing  wage  laws  were  re- 
pealed." I  think  that  that  is  pretty  powerful  evidence  from  the  Uni- 
versity of  Utah  study,  and  I  hope  we  will  proceed  with  real  caution. 

I  would  add,  finally,  that  the  States  that  do  not  have  prevailing 
wage  laws  are  generally,  low-wage  States — Mississippi,  South 
Carolina,  Georgia,  and  similar  States. 

I  look  forward  to  hearing  the  testimony.  I  have  to  say  I  look  for- 
ward to  it  starting  with  a  firm  belief  that  Davis-Bacon  is  a  basic 
protection  for  a  great  many  workers. 

Thank  you,  Mr.  Chairman.  And  Mr.  Chairman,  may  I  also  ask 
that  my  written  statement  and  the  statements  of  other  Democratic 


members  of  the  committee  appear  at  this  point  in  the  hearing 
record. 

Senator  Jeffords.  So  granted,  and  that  will  be  true  for  all  mem- 
bers of  the  committee. 

[The  prepared  statements  of  Senators  Simon,  Mikulski,  and 
Wellstone  follow:] 

Prepared  Statement  of  Senator  Simon 

The  Davis-Bacon  Act  has  served  us  well  since  its  enactment  in 
1931.  The  Act  codified  the  simple  but  important  policy  that  the 
Federal  Government  should  not  pay  substandard  wages  to  Amer- 
ican workers.  Representative  Robert  L.  Bacon  of  New  York,  one  of 
the  Republican  sponsors  of  the  original  law,  put  it  right  more  than 
60  years  ago: 

The  Federal  Government  should  not  engage  in  construction  work 
in  any  State  and  undermine  the  labor  wages  paid  in  that  State. 
The  least  the  Federal  Government  can  do  is  to  comply  with  the 
local  standards  of  wages  and  labor  prevailing  in  the  locality  where 
the  building  construction  is  to  take  place. 

The  Davis-Bacon  Act  protects  local  prevailing  wages  for  construc- 
tion workers  and  preserves  the  labor  standards  of  local  commu- 
nities. That  principal  is  as  important  now  as  it  was  when  the  law 
was  first  enacted,  while  we  should  give  careful  consideration  to  re- 
sponsible proposals  to  reform  the  Davis-Bacon  Act,  we  should  not 
abandon  the  basic  protections  provided  by  the  Act. 

Regrettably,  there  are  those  who  would  sacrifice  these  protec- 
tions at  the  alter  of  questionable  budget  savings  that  do  not  take 
into  account  the  full  effect  of  a  change  in  law.  And  while  the  budg- 
etary effect  of  a  Davis-Bacon  repeal  is  subject  to  debate,  there  is 
no  debate  over  the  fact  that  any  savings  will  come  directly  from  the 
pockets  of  hard-working  Americans. 

These  are  the  people  who  make  up  America's  great  middle  class. 
They  are  also  the  people  that  Secretary  Reich  has  referred  to  as 
the  "Anxious  Class."  As  Secretary  Reich  pointed  out,  the  Anxious 
Class  has  been  experiencing  "downward  mobility"  for  more  than  15 
years;  they  are  working  harder  and  earning  less;  they  are  losing 
their  purchasing  power,  their  health  care  coverage  and,  in  many 
cases,  their  jobs.  Even  worse,  they  are  losing  their  hope  and  their 
belief  in  the  American  Dream. 

It  is  a  sad  irony  that  the  response  of  some  in  Congress  has  been 
to  seek  repeal  of  the  Davis-Bacon  Act  which  provides  for  fair  wages 
for  hard-working  middle  income  Americans  in  the  construction  in- 
dustry. It  is  ironic,  yet  it  fits  a  pattern  of  action  being  pursued  by 
those  who  oppose  a  minimum  wage  increase  and  support  tax  cuts 
for  the  wealthiest  Americans. 

I  ask  that  my  written  statement  and  the  statements  of  other 
Democratic  members  of  the  committee  appear  at  this  point  in  the 
hearing  record. 

Prepared  Statement  of  Senator  Mikulski 

Madam  Chair,  I  am  here  today  to  oppose  the  repeal  of  the  Davis- 
Bacon  Act. 


the  Davis-Bacon  Act  requires  contractors  who  are  getting  paid 
under  a  Federal  pubHc  works  contract  to  pay  their  workers  the  pre- 
vailing wage  in  the  local  area. 

What  this  means  to  people  in  their  day-to-day  lives?  It  means  a 
liveable  wage  and  a  decent  job  for  a  hard-working  American — that 
is  the  heart  of  the  Davis-Bacon  Act  and  goes  to  the  core  of  my  val- 
ues. I  stand  strong  by  these  values  and  by  the  values  in  the  Davis- 
Bacon  Act. 

Millions  of  Americans  are  facing  fiscal  crisis.  The  middle  class  is 
playing  by  the  rules,  working  hard  at  their  jobs,  at  raising  their 
families,  and  at  contributing  to  their  communities.  But  they  feel 
like  they  are  going  nowhere  because  of  wage  stagnation. 

Building  trades  have  been  especially  hard  hit  in  recent  years. 

The  men  and  women  who  work  in  the  building  trades  don't  own 
stock  certificates.  But  they've  invested  in  America.  They  have  in- 
vested their  sweat  equity.  But  the  promoters  of  "the  Davis-Bacon 
Repeal  Act"  want  to  take  workers'  sweat  and  keep  the  equity. 

I  believe  that  is  wrong. 

I  believe  we  need  to  create  more  good  jobs  with  a  liveable  wage, 
not  decimate  decent  jobs. 

The  essence  of  Davis-Bacon  is  Federal  funds  will  be  used  to  pay 
workers  a  wage  that  is  fair  in  their  community. 

I  am  a  blue  collar  senator,  and  I  believe  that  Davis-Bacon  is  an 
act  of  basic  fairness  to  blue  collar  workers  across  the  United 
States. 

Madam  Chair,  that  is  why  I  stand  sentry  against  any  effort  to 
repeal  the  Davis-Bacon  Act. 

Prepared  STATEME^^^  of  Senator  Wellstone 

I  want  to  register  at  the  outset  of  this  hearing  my  strong  opposi- 
tion to  repealing  outright  the  Davis-Bacon  Act.  I  believe  this  is 
simply  another  part  of  a  carefully  planned  assault  on  the  wages 
and  benefits  of  working  people,  and  I  intend  to  fight  to  defeat  it. 
In  my  view,  Davis-Bacon  has  an  important  stabilizing  impact  on 
the  construction  industry,  it  prevents  unfair  competition  by  fly-by- 
night  operators,  provides  an  essential  labor  protection,  and  encour- 
ages higher  standards  of  training  and  workmanship  on  Federal 
projects. 

Enacted  in  1931,  this  pillar  of  Federal  labor  law  has  served  our 
Nation  well  for  over  60  years.  It  requires  contractors  who  perform 
work  on  Federal  or  some  federally-assisted  construction  projects 
which  cost  over  $2,000  to  pay  their  v/orkers  for  each  craft  or  class 
no  less  than  the  "prevailing  wage"  for  each  community,  as  meas- 
ured by  the  Department  of  Labor. 

It  is  designed  to  prevent  competition  for  Federal  contracts  from 
driving  down  local  wages.  It  also  addresses  the  question  of  the  use 
of  "helpers,"  and  through  the  Copeland  Amendments  of  1934,  pro- 
hibits illegal  deductions  or  kickbacks.  It  has  historically  enjoyed 
strong  support  in  both  the  House  and  the  Senate  in  the  past,  some 
of  which  has  come  from  the  Minority  side. 

Senators  Kennedy  and  Simon  have  worked  for  2  years  to  reform 
certain  aspects  of  this  law,  for  example  by  raising  the  cost  thresh- 
old, simplifying  and  streamlining  certain  recordkeeping  require- 
ments. And  the  Clinton  administration  has  helped  in  tnis  effort. 


But  this  bill  would  go  far  beyond  reform.  It  would  repeal  the  whole 
act  outright.  Talk  about  throwing  the  babv  out  with  the  bath 
water.  The  way  to  deal  with  the  issues  that  have  been  raised  over 
the  years  about  Davis-Bacon  is  by  reforming  what  is  necessary, 
and  retaining  what  is  essential. 

I  know  in  my  State  the  protections  provided  under  Davis-Bacon 
have  been  enormously  important  both  to  those  who  work  in  the 
construction  industry,  and  to  those  who  have  benefited  from  the 
skilled  labor  it  has  assured — who  have  worked  in  the  buildings  or 
studied  in  the  schools  built  under  these  rules. 

Repealing  Davis-Bacon  would  lead  to  a  decline  in  wages  and  ben- 
efits in  the  industry,  a  decline  in  the  number  of  skilled  young  peo- 
ple going  into  construction,  and  a  deterioration  in  building  quality. 
We  must  not  allow  that  to  happen.  Several  recent  detailed  studies 
and  analyses  of  States  where  "mini-Davis  Bacon"  laws  have  been 
repealed,  including  the  Utah  Study  released  last  month,  have  con- 
cluded that  this  has  been  the  result. 

I  am  surprised  that  the  opponents  of  Davis-Bacon  have  so  much 
passion  to  be  expended  against  hard-working  men  and  women  in 
the  industry  who  work  so  hard  to  provide  for  their  families  under 
often  very  difficult  working  conditions — especially  in  States  like 
mine  with  long  cold  winters. 

Let's  remember  that  the  average  worker  in  the  construction  in- 
dustry only  works  about  1,400  or  1,500  hours  per  year,  compared 
to  about  2000  hours  for  most  workers  in  other  sectors.  The  unem- 
ployment rate  in  the  industry  is  usually  about  double  that  of  the 
national  unemployment  rate.  We're  talking  about  regular  middle- 
class  people — carpenters,  plumbers,  heating  and  cooling  workers, 
electrical  workers — who  make  about  twenty  or  thirty  thousand  per 
year.  These  are  not  CEOs  of  major  companies  who  pull  down  six- 
figure  salaries,  or  get  golden  parachutes  even  when  their  compa- 
nies aren't  doing  well.  These  are  regular  folks.  This  bill  basically 
proposes  to  use  their  tax  dollars  to  lower  their  wages  and  living 
standards. 

Now  I  know  there  have  been  studies  on  all  sides  of  this  issue, 
and  each  has  drawn  very  different  conclusions.  My  bottom  line  is 
this:  if  we  are  going  to  invest  taxpayer  dollars  in  constructing  pub- 
lic buildings,  we  ought  to  ensure  that  the  best  and  most  skilled 
workers  are  doing  the  work,  and  that  the  investment  is  worthwhile 
and  lasting. 

As  John  Dunlop,  a  former  Republican  Secretary  of  Labor  and  one 
of  the  leading  construction  economists  in  the  country  has  pointed 
out,  lower  wage  costs  do  not  necessarily  translate  into  lower  project 
costs,  because  higher-paid,  better-trained  workers  may  be  more  ef- 
ficient and  do  a  better  job,  which  means  lower  costs  down  the  road 
for  maintenance,  repairs  and  the  like.  While  we  may  pay  slightly 
more  in  the  short  term,  the  efficiency  and  skills  of  the  workers  in- 
volved, and  the  quality  of  their  work,  save  the  taxpayers  money  in 
the  long  term. 

I  urge  my  colleagues  to  oppose  this  legislation,  and  to  work  in- 
stead lor  real  reform  that  will  address  the  problems  that  have  been 
identified  with  Davis-Bacon  and  strengthen  it  where  necessary  to 
ensure  that  it  fulfills  the  purposes  for  which  it  was  intended.  I 
know  we  will  have  a  fight  on  the  floor  on  this  matter,  perhaps  in 
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the  next  few  weeks.  I  would  hope  we  can  address  this  issue  more 
carefully  and  rationally  than  in  the  past,  but  if  efforts  are  made 
to  add  this  bill  as  an  amendment  on  the  floor,  I  will  fight  it,  and 
I  know  many  more  of  my  colleagues  will  as  well. 

Senator  Jeffords.  Thank  you,  Senator  Simon. 

I  am  pleased  that  we  will  start  off  with  such  a  distinguished 
panel  of  witnesses.  Since  Senator  Chafee,  who  is  chairman  of  the 
Environment  and  Public  Works  Committee,  has  a  scheduling  con- 
flict until  10  o'clock  this  morning,  we  will  start  with  our  second 
panel  and  have  Senators  Chafee  and  Craig  testify  at  10  o'clock  or 
as  close  thereto  as  we  can. 

For  our  first  panel,  I  am  pleased  to  introduce  Clarke  Becker,  the 
mayor  of  the  city  of  Woodland  Park,  CO,  who  will  testify  on  behalf 
of  the  National  League  of  Cities;  Boyd  Boehlje,  member  of  the 
school  board  in  Pella,  lA,  testifying  on  behalf  of  the  National 
School  Boards  Association;  and  Gary  Hess,  a  principal  of  the  Hess 
Mechanical  Corporation  in  Upper  Marlboro,  MD,  who  installs  heat- 
ing and  ventilation  systems,  and  he  will  be  testifying  in  his  own 
behalf.  And  the  final  witness  on  this  panel  will  be  Mill  Butler,  a 
principal  of  Handon  Diving,  Incorporated  in  Washington,  DC, 
which  does  pile  driving  construction  work.  Mr.  Butler  will  also  tes- 
tify in  his  own  behalf. 

We  would  ask  all  the  witnesses  to  try  to  keep  their  testimony 
within  5  minutes.  Your  entire  statement  will  be  made  a  part  of  the 
record.  We  will  hear  from  each  of  you  first,  and  then  we  will  turn 
to  questions. 

Mr.  Becker,  please  proceed. 

STATEMENTS  OF  HON.  CLARKE  D.  BECKER,  MAYOR,  WOOD- 
LAND PARK,  CO,  ON  BEHALF  OF  NATIONAL  LEAGUE  OF 
CITIES;  BOYD  W.  BOEHLJE,  SCHOOL  BOARD  MEMBER, 
PELLA,  lA,  ON  BEHALF  OF  NATIONAL  SCHOOL  BOARDS  AS- 
SOCIATION; GARY  HESS,  HESS  MECHANICAL  CORPORATION, 
UPPER  MARLBORO,  MD;  AND  MILL  BUTLER,  HANDON  DIV- 
ING, INCORPORATED,  WASHINGTON,  DC 

Mr.  Becker.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  testify.  I  apologize  at  the  outset  that  I  may  not  be  able 
to  stay  for  questions  since  I  have  been  asked  to  move  to  the  House 
to  testify  there  as  well. 

I  am  Clarke  Becker  from  the  city  of  Woodland  Park.  I  want  to 
thank  you  in  advance  for  the  white  welcome.  The  snow  is  making 
me  feel  right  at  home  here  today.  I  was  here  last  week,  and  I  un- 
derstand you  have  now  had  two  storms,  and  I  have  managed  to 
catch  both  of  them.  So  I  appreciate  that  welcome,  and  I  also  thank 
the  chairman  and  the  members  of  the  committee  for  the  oppor- 
tunity to  speak  today  on  behalf  of  the  National  League  of  Cities. 

The  National  League  of  Cities  represents  the  cities  and  towns 
that  are  governed  by  over  150,000  local  elected  officials  who  make 
up  our  membership.  The  National  League  of  Cities  strongly  sup- 
ports repeal  of  the  Davis-Bacon  Act,  and  we  are  pleased  that  this 
committee  is  seriously  considering  such  action.  We  believe  that  this 
outdated,  discriminatory,  and  fiscally  burdensome  law  is  detrimen- 
tal to  the  Nation's  work  force  and  the  Nation's  cities  and  towns. 


The  local  governments  of  this  Nation  have  been  struggling  with 
Davis-Bacon  Act  compliance  for  over  60  years.  Academics  and  the 
Government's  own  Congressional  Budget  and  the  Government  Ac- 
counting Office  have  reviewed  the  effects  of  legislation  for  just  as 
long.  A  consensus  has  formed  among  scholars  and  both  public  and 
private  sector  employers  that  Davis-Bacon  is  misguided  legislation, 
and  its  effects  are  detrimental  to  the  fiscal  conditions  of  all  levels 
of  Grovernment  and  the  taxpayers  that  they  serve. 

Studies  have  shown  that  the  prevailing  wages  set  by  the  Depart- 
ment of  Labor  have  been  consistently  inflated  and,  more  often  than 
not,  are  based  on  the  union  wage.  In  its  1979  report,  the  GAO 
found  that  "after  nearly  50  years,  the  Department  of  Labor  has  yet 
to  develop  an  effective  program  to  issue  and  maintain  accurate 
wage  determinations,  and  it  may  be  impractical  to  ever  do  so." 

In  1983,  the  CBO  came  to  similar  conclusions  about  the  Depart- 
ment of  Labor's  inflated  prevailing  wage  determinations  and  in  its 
most  recent  analysis,  conducted  in  1994,  it  found  that  the  Davis- 
Bacon  Act  raises  Federal  construction  costs  by  at  $3.1  billion  over 
5  years. 

In  1985,  the  State  of  Colorado  repealed  its  prevailing  wage  law — 
I  might  add,  with  an  override  of  then  Governor  Lamb's  veto.  Nine 
other  States,  as  has  been  mentioned,  have  also  repealed  their  so- 
called  "little  Davis-Bacon  Acts,"  and  another  nine  States  have 
never  adopted  prevailing  wage  laws,  and  31  States  continue  to  en- 
force their  prevailing  wage  laws. 

It  has  been  argued  by  opponents  of  repeal  that  since  the  majority 
of  States  already  have  prevailing  wage  laws,  continuation  of  a  Fed- 
eral prevailing  wage  law  is  justified.  We  contend  that  States,  in 
consultation  with  local  governments  within  them,  should  determine 
on  an  individual  basis  whether  or  not  State  prevailing  wage  laws 
are  necessary  or  helpful  to  each  State's  work  force.  We  believe  that 
the  existence  of  State  versions  of  Davis-Bacon  does  not  in  itself 
support  continuation  of  the  Federal  Davis-Bacon  Act. 

The  National  League  of  Cities'  support  of  Davis-Bacon  Act  repeal 
is  also  related  to  our  position  on  the  issue  of  unfunded  Federal 
mandates.  For  the  past  2  decades,  local  governments  of  this  coun- 
try have  been  struggling  in  an  austere  fiscal  environment.  The 
costs  of  complying  with  unfunded  mandates  have  mounted  at  an 
alarming  rate.  Simultaneously,  local  governments  are  required  by 
law  in  virtually  every  State  to  balance  our  budgets.  Certainly,  the 
State  of  Colorado  and  the  city  of  Woodland  Park  are  no  exception. 

State  laws.  State  constitutions,  and  voter  sentiment  make  it  dif- 
ficult for  us  to  raise  taxes  and  fees.  The  State  of  Colorado  recently 
passed  what  we  call  Amendment  1,  which  restricts  the  ability  to 
raise  taxes  or  incur  debt  without  a  vote  of  the  people.  So  that  is 
a  significant  limitation  to  us. 

Such  severe  budgetary  constraints  have  made  it  imperative  that 
municipalities  accept  whatever  Federal  aid  is  made  available  to 
them,  often  regardless  of  the  strings  attached  to  those  funds.  In  ac- 
cepting much  needed  Federal  assistance  for  the  building  and  main- 
tenance of  public  projects,  compliance  with  the  provisions  of  Davis- 
Bacon  is  often  a  condition  of  aid.  Although  the  Davis-Bacon  Act 
would  not  usually  be  categorized  as  an  unfunded  mandate  because 
of  its  status  as  a  condition  of  aid,  under  current  local  government 
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fiscal  conditions,  Davis-Bacon  has  the  same  practical  implications 
as  an  unfunded  mandate. 

In  some  cases,  Federal  funding  for  public  projects  barely  covers 
the  cost  of  compliance  with  Davis-Bacon  and  leaves  little  to  be  di- 
rected toward  the  costs  associated  with  the  actual  project  construc- 
tion. Numerous  cities  have  been  forced  to  scale  back  and  even 
eliminate  public  projects  because  of  the  additional  financial  burden 
the  Davis-Bacon  provisions  impose.  Such  decisions  cause  delays  in 
construction  and  repair  of  essential  public  infrastructure  and,  as  a 
result,  put  our  citizens  at  risk. 

The  delay  and  rejection  of  public  projects  also  thwarts  our  efforts 
to  create  new  jobs  in  our  communities. 

It  is  also  important  to  help  you  understand  a  little  bit  about 
what  the  city  of  Woodland  Park  is.  We  are  a  city  of  about  5,500 
residents.  We  have  another  4,000  to  5,000  residents  who  live  with- 
in a  5-mile  radius  of  Woodland  Park,  representing  about  10,000 
citizens.  The  whole  county  has  about  15,000.  So  we  are  a  fairly 
small  community. 

Our  government  is  based  on  relationships.  When  the  residents  in 
my  community  turn  on  their  taps,  they  expect  water.  If  they  do  not 
get  it,  they  know  where  I  live,  and  my  telephone  number  is  listed. 
Those  are  the  things  that  I  deal  with,  so  that  for  many  reasons, 
such  as  Amendment  1  that  I  mentioned,  the  tax  limit  measure,  our 
accountability  as  elected  officials  is  greatly  increased. 

Our  economy  is  good  in  Woodland  Park  and  in  Colorado  as  a 
whole.  Seven  years  ago,  that  was  not  the  case.  I  am  very  proud  of 
the  work  that  we  have  done  to  get  there. 

Further,  let  me  explain  some  of  the  specific  problems  that  we  in 
the  city  of  Woodland  Park  have  had  with  the  requirements  of  the 
Davis-Bacon  Act. 

Over  the  past  few  years,  the  city  has  encountered  multiple  situa- 
tions in  which  the  Davis-Bacon  Act  has  caused  construction  costs 
to  increase  considerably  and  unnecessarily.  For  example,  the  city 
recently  completed  a  federally-funded  road  improvement  project  to 
install  asphalt  pavement,  curbs,  gutters,  grading  and  roadside 
drainage  improvements  over  2.6  miles  of  existing  streets.  The  cost 
of  this  project  was  $695,000 — approximately  $267,000  per  mile. 
The  city  is  presently  under  contract  with  the  same  contractor  to 
provide  the  same  kinds  of  improvements  built  to  the  same  engi- 
neering standards,  but  locally  funded  throughout  the  city,  a  project 
of  27  miles  in  length  at  a  cost  of  $4.95  million — approximately 
$183,000  per  mile. 

Comparing  the  costs  of  these  two  projects,  the  cost  of  the  feder- 
ally-funded project  was  approximately  45.8  percent  higher.  Even 
taking  into  account  economies  of  scale,  the  city  and  the  contractor 
have  both  concluded  that  a  great  portion  of  this  increased  cost  is 
attributable  to  Davis-Bacon  requirements. 

Senator  Jeffords.  Thank  you,  Mr.  Becker.  The  remainder  of 
your  statement  will  be  made  part  of  the  record,  and  when  we  get 
to  questions,  you  can  probably  amplify. 

Mr.  Beckp:r.  All  right.  That  is  fine.  Thank  you  very  much. 

(The  prepared  statement  of  Mr.  Becker  follows:] 
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Prepared  Statement  of  Mayor  Clarke  Becker 

I  am  Clarke  Becker,  Mayor  of  Woodland  Park,  CO.  I  thank  the  chair  and  mem- 
bers of  the  committee  for  the  opportunity  to  speak  today  on  behalf  of  the  National 
League  of  Cities.  NLC  represents  the  cities  and  towns  that  are  governed  by  the  over 
150,000  local  elected  officials  who  make  up  our  membership.  NLC  strongly  supports 
repeal  of  the  Davis-Bacon  Act  and  we  are  pleased  that  this  committee  is  seriously 
considering  such  action.  We  believe  that  this  outdated,  discriminatory,  and  fiscally 
burdensome  law  is  detrimental  to  the  Nation's  woriiforce  and  the  Nation's  cities  and 
towns. 

The  local  governments  of  this  Nation  have  been  struggling  with  Davis-Bacon  Act 
compliance  for  over  60  years.  Academics  and  the  Government's  own  Congressional 
Budget  Office  and  Government  Accounting  Office  have  reviewed  the  efiects  of  the 
legislation  for  just  as  long.  A  consensus  has  formed  among  scholars,  and  both  public 
and  private  sector  employers,  that  Davis-Bacon  is  misguided  legislation,  and  its  ef- 
fects are  detrimental  to  the  fiscal  conditions  of  all  levels  of  government  and  the  tax- 
payers they  serve. 

Studies  have  shown  that  the  prevailing  wages  set  by  the  Department  of  Labor 
have  been  consistently  inflated  and  more  often  than  not  are  based  on  the  union 
wage.  In  its  1979  report,  the  GAO  found  that,  "after  nearly  50  years,  the  Depart- 
ment of  Labor  has  yet  to  develop  an  effective  program  to  issue  and  maintain  accu- 
rate wage  determinations,  and  it  may  be  impractical  to  ever  do  so  .  .  ."  .  In 
1983  the  CBO  came  to  similar  conclusions  about  the  Department  of  Labor's  inflated 
prevailing  wage  determinations  and  in  its  most  recent  analysis  conducted  in  1994, 
it  found  that  the  Davis-Bacon  Act  raises  Federal  construction  costs  by  at  least  $3.1 
billion  dollars  over  5  years. 

In  1985  the  State  of  Colorado  repealed  its  prevailing  wage  law.  Nine  other  States 
have  also  repealed  their  so-called  "little  Davis-Bacon  Acts".  Another  nine  States 
have  never  adopted  prevailing  wage  laws,  and  31  States  continue  to  enforce  their 
own  prevailing  wage  laws.  It  has  been  argued  by  opponents  of  repeal  that,  since  the 
maiority  of  States  already  have  prevailing  wage  laws,  continuation  of  a  Federal  pre- 
vailing wage  law  is  justified.  We  contend  that  States,  in  consultation  with  the  local 
governments  within  them,  should  determine  on  an  individual  basis  whether  or  not 
State  prevailing  wage  laws  are  necessary  or  helpfal  to  each  State's  workforce.  We 
believe  that  the  existence  of  State  versions  of  Davis-Bacon  does  not  in  itself  support 
continuation  of  the  Federal  Davis-Bacon  Act. 

The  National  League  of  Cities'  support  of  Davis-Bacon  Act  repeal  is  also  related 
to  our  position  on  the  issue  of  unfunded  Federal  mandates.  For  the  past  two  decades 
the  local  governments  of  this  country  have  been  struggling  in  an  austere  fiscal  envi- 
ronment. The  costs  of  complying  with  unfunded  mandates  have  mounted  at  an 
alarming  rate.  Simultaneously,  local  governments  are  required  by  law  in  virtually 
every  State  to  balance  our  budgets.  State  laws.  State  constitutions,  and  voter  senti- 
ment make  it  diflicult  for  us  to  raise  taxes  and  fees. 

Such  severe  budgetary  constraints  have  made  it  imperative  that  municipalities 
accept  whatever  Federal  aid  is  made  available  to  them — often  regardless  of  the 
strings  attached  to  those  funds.  In  accepting  much  needed  Federal  assistance  for  the 
building  and  maintenance  of  public  projects,  compliance  with  the  provisions  of  the 
Davis-Bacon  Act  is  often  a  condition-of-aid.  Though  the  Davis-Bacon  Act  would  not 
usually  be  categorized  as  an  unfunded  mandate  because  of  its  status  as  a  condition- 
of-aid,  under  current  local  government  fiscal  conditions,  Davis-Bacon  has  the  same 
practical  implications  as  an  unfunded  mandate. 

In  some  cases,  Federal  funding  for  public  projects  barely  covers  the  costs  of  com- 
pliance with  Davis-Bacon  and  leaves  little  to  be  directed  toward  the  costs  associated 
with  the  actual  project  construction.  Numerous  cities  have  been  forced  to  scale  back 
and  even  eliminate  public  projects  because  of  the  additional  financial  burden  the 
Davis-Bacon  provisions  impose.  Such  decisions  cause  delays  in  the  construction  and 
repair  of  essential  public  infrastructure  and  as  a  result,  put  our  citizens  at  risk.  The 
delay  and  rejection  of  public  projects  also  thwarts  our  efforts  to  create  new  jobs  in 
our  communities. 

Let  me  briefly  explain  some  of  the  specific  problems  we  in  the  City  of  Woodland 
Park  have  had  with  the  requirements  of  the  Davis-Bacon  Act.  We  are  a  small  com- 
munity with  a  population  of  5,200  residents.  Over  the  past  few  years,  the  city  has 
encountered  multiple  situations  in  which  the  Davis-Bacon  Act  has  caused  construc- 
tion costs  to  increase  considerably  and  unnecessarily. 

For  example,  the  city  recently  completed  a  federally-funded  road  improvement 
project  to  install  asphalt  pavement,  curbs  and  gutters,  grading,  and  roadside  drain- 
age improvements  over  2.6  miles  of  existing  streets.  The  cost  of  this  project  was 
$695,000— approximately  $267,000  per  mile.  The  City  is  presently  under  contract 
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with  the  same  contractor  to  provide  the  same  kinds  of  improvements  built  to  the 
same  engineering  standards — -but  locally  funded  throu^out  the  City,  a  project  of  26 
miles  in  length,  at  a  cost  of  $4.95  million — approximately  $183,000  p)er  mile.  Com- 
paring the  costs  of  these  two  projects,  the  cost  of  the  federally-funded  project  was 
approximately  45.8  percent  higher,  and  even  taking  into  account  economies  of  scale, 
the  city  and  the  contractor  have  both  concluded  that  a  great  portion  of  this  in- 
creased cost  is  attributable  to  Davis-Bacon  requirements. 

In  another  recent  case,  the  City  of  Woodland  Park  constructed  new  wastewater 
consolidation  and  treatment  facilities  at  a  total  cost  of  almost  $6  million.  The  finan- 
cial impact  of  compliance  with  Davis-Bacon  wage  laws  increased  the  City's  share  of 
the  project  cost  by  an  estimated  $200,000.  $200,000  may  not  seem  like  a  lot  of 
money  in  comparison  to  the  millions  and  billions  of  dollars  in  expenses  you  who 
serve  at  the  Federal  level  must  budget  for.  But  for  my  5,200  residents,  that 
$200,000  has  to  come  from  them — most  often  in  the  form  of  increased  taxes  and 
fees. 

Though  it  is  often  said  that  misery  loves  company,  I  am  not  in  any  way  comforted 
knowing  that  my  city  is  not  alone  in  its  Davis-Bacon  difficulties.  Every  municipality 
in  the  country  that  accepts  Federal  assistance  for  construction  projects  costing 
$2,000  or  more  must  pay  the  prevailing  wage  as  set  by  the  Department  of  Labor 
and  tend  to  piles  of  paperwork  in  order  to  meet  the  requirements  of  the  Davis-Bacon 
Act.  The  City  of  Dallas,  TX  estimates  that  each  year  over  4,000  hours  of  city  stafT 
time  is  devoted  to  ensuring  compliance  with  Davis-Bacon  requirements. 

Besides  the  increased  construction  costs  and  recordkeeping  requirements  faced  by 
all  municipalities  in  relation  to  the  Davis-Bacon  Act,  local  elected  officials  from  our 
Nation's  urban  centers  are  troubled  by  the  effects  of  Davis-Bacon  on  the  residents 
of  the  inner  cities.  A  large  portion  of  Federal  construction  dollars  are  targeted  to- 
ward inner  city  development  and  repair.  Unemployed  residents  of  the  inner  cities, 
a  large  percentage  of  whom  are  minorities,  often  have  not  previously  been  trained 
in  the  skills  of  the  construction  industry.  The  Davis-Bacon  Act's  prevailing  wage  re- 
strictions create  a  disincentive  for  local  government  contractors  to  offer  inner  city 
residents  a  chance  to  work  in  their  own  neighborhoods.  Repeal  of  the  Davis-Bacon 
Act  would  give  urban  cities  the  discretion  to  create  more  opportunities  for  the  citi- 
zens who  are  most  in  need  of  training  and  employment. 

In  conclusion,  I  would  urge  the  distinguished  members  of  this  committee  to  con- 
sider this  repeal  measure  in  the  context  of  the  job  training  initiatives  being  pro- 
posed by  both  Democratic  and  Republican  Members.  The  Davis-Bacon  Act  has  cre- 
ated a  barrier  between  entry-level  job  opportunities  and  low-skilled  workers  who 
need  jobs.  In  order  to  move  forward  in  building  a  workforce  development  system 
that  is  efficient  and  effective.  Federal  initiatives  like  the  Davis-Bacon  Act  which 
hinder  progress  toward  these  goals  must  also  be  reworked  or  eliminated. 

Cities  and  towns  have  recommended  action  on  this  issue  for  many  years.  We  urge 
you  and  your  colleagues  in  Congress  to  wait  no  longer  and  approve  Davis-Bacon  re- 
peal in  this  session  of  Congress.  Thank  you  for  your  time  and  consideration. 

Senator  Jeffords.  Mr.  Boehlje,  I  believe  you  are  from  Pella,  lA, 
and  Senator  Harkin  wanted  very  much  to  be  here  and  is  struggling 
now  to  get  here.  But  he  did  want  to  be  here  to  say  hello.  Please 
proceed. 

Mr.  Boehlje.  Thank  you,  Mr.  Chairman. I  am  Boyd  Boehlje,  and 
I  am  a  school  board  member  from  Pella,  lA,  and  I  am  president  of 
the  National  School  Boards  Association.  I  am  here  on  behalf  of 
NSBA,  which  is  a  nationwide  advocacy  organization  for  public 
school  governance,  representing  95,000  elected  and  appointed 
school  board  members  who  are  responsible  for  governing  local  pub- 
lic school  districts  across  the  Nation. 

The  vast  majority  of  school  board  members  are  not  paid  for  their 
service;  rather,  they  give  their  time  because  they  care  about  the 
education  of  their  own  children  and  the  children  in  their  commu- 
nity. 

NSBA  believes  the  repeal  of  the  Davis-Bacon  Act  will  help  school 
districts  build  and  maintain  their  buildings  at  a  lower  cost  which 
benefits  every  child  in  the  community.  NSBA  endorses  S.  151,  the 
Davis-Bacon  Repeal  Act. 
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Earlier  this  month,  the  GAO  pubhshed  a  report  entitled,  "School 
Facilities:  Condition  of  America's  Schools,"  which  was  a  report  re- 
quested by  several  members  of  this  committee.  The  results  are  vi- 
tally important  to  schools  nationwide  and  to  this  committee  as  it 
considers  how  to  meet  the  needs  of  educational  facilities  in  these 
days  of  budget  cuts. 

The  "School  Facilities"  report  projects  the  Nation's  school  needs 
at  approximately  $112  billion.  Of  this,  $11  billion,  or  10  percent, 
is  needed  during  the  next  3  years. 

The  Improving  America's  Schools  Act,  signed  into  law  just  last 
year,  included  much-needed  school  infrastructure  funds.  A  total  of 
$100  million  was  appropriated  for  fiscal  year  1995.  Nevertheless, 
most  concede  that  these  funds  are  in  grave  danger  of  being  re- 
scinded. Further,  President  Clinton's  fiscal  year  1996  budget  offers 
no  funds  for  school  facilities,  so  the  Federal  contribution  to  the  $11 
billion  that  is  needed  in  the  next  3  years  is  probably  going  to  be 
quite  small. 

State  and  local  taxpayers  are  increasingly  financing  education 
programs,  construction  and  otherwise.  The  result  is  that  record 
numbers  of  bond  issues  are  being  defeated,  mileage  increases  are 
capped,  and  taxes  are  frozen. 

Given  the  condition  of  school  facilities  and  the  Federal,  State  and 
local  difficulty  in  providing  the  level  of  funds  required,  other  rem- 
edies must  be  pursued,  and  we  think  the  repeal  of  Davis-Bacon  is 
an  obvious  solution. 

The  impact  of  the  Davis-Bacon  Act  on  school  districts  is  espe- 
cially odious.  At  a  time  when  taxpayers  are  demanding  a  more  effi- 
cient government  and  exhibit  less  willingness  to  spend  money  on 
governmental  services,  school  districts  are  stymied  in  their  efforts 
to  reduce  their  construction  costs.  The  Davis-Bacon  Act  has  skewed 
local  decision  making  regarding  the  school  districts'  ability  to  ac- 
cept Federal  funds  to  meet  their  construction  needs. 

One  anecdote  was  recently  related  by  a  former  Loudon  County, 
VA  school  board  member  about  building  the  Monroe  Vocational- 
Technical  Center  in  Leesburg,  VA.  The  school  board  sought  to  tie 
in  the  Federal  vocational  education  funds  for  construction.  The 
State  was  offered  a  Federal  grant  for  $24,000.  The  Loudon  County 
school  board  declined  the  grant  because  the  Federal  funds  would 
have  been  spent  on  the  required  Davis-Bacon  wages. 

Another  impact  of  the  Act  is  seen  by  comparing  two  neighboring 
States — Kansas,  without  a  State  Davis-Bacon  law,  and  Missouri, 
with  a  State  Davis-Bacon  law.  Informal  estimates  are  that  school 
construction  costs  are  approximately  20  percent  higher  in  Missouri. 

In  a  recent  informal  survey  of  school  districts,  the  National 
School  Boards  Association  found  that  61  percent  of  the  respondents 
thought  that  the  Federal  or  State  Davis-Bacon  law  had  increased 
the  construction  costs  of  a  recent  project.  Fifty -five  percent  of  the 
respondents  said  the  increase  was  in  tne  11-20  percent  range. 

Thank  you  for  the  opportunity  to  testify  on  behalf  of  schools  na- 
tionwide. The  school  districts  look  forward  to  working  with  the 
committee  on  this  and  other  ways  for  school  districts  to  cut  costs, 
so  that  more  of  our  funding  can  go  into  education  programs. 

Thank  you. 

Senator  Jeffords.  Thank  you,  Mr.  Boehlje. 
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[The  prepared  statement  of  Mr.  Boehlje  follows:] 

Prepared  Statement  of  Boyd  W.  Boehlje 

INfTRODCUTION 

Good  morning,  I  am  Boyd  W.  Boehlje,  a  school  board  member  from  Pella,  lA  and 
president  of  the  National  School  Boards  Association  (NSBA).  I  am  here  on  behalf 
of  NSBA,  the  nationwide  advocacy  organization  for  public  school  governance,  rep- 
resenting 95,000  elected  and  appointed  school  board  members  who  are  responsible 
for  governing  local  public  school  districts  across  the  nation.  The  vast  majority  of 
school  board  members  are  not  paid  for  their  service.  Rather,  they  give  their  time 
because  they  care  about  the  education  of  their  own  children  and  tne  children  in 
their  community. 

NSBA  believes  the  repeal  of  the  Davis-Bacon  Act  will  help  school  districts  build 
and  maintain  their  buildings  at  a  lower  cost  which  benefits  every  child  in  the  com- 
munity. NSBA  endorses  S.  141,  the  "Davis-Bacon  Repeal  Act." 

THE  STATE  OF  SCHOOL  FACILITIES 

Earlier  this  month,  the  General  Accounting  Office  (GAO)  published  a  report  enti- 
tled, "School  Facilities:  Condition  of  America  s  Schools."  This  report  was  requested 
by  several  members  of  this  committee.  The  results  are  vitally  important  to  schools 
nationwide  and  to  this  committee  as  it  considers  how  to  meet  the  needs  of  edu- 
cational facilities  in  these  days  of  budget  cuts. 

According  to  the  GAO  report,  schools  have  much  work  to  do.  The  "School  Facili- 
ties" report  projects  the  nation's  school  needs  at  approximately  $112  billion  to  repair 
or  upgrade  America's  multi-billion  dollar  investment  in  facilities  to  a  good  overall 
condition.  Of  this,  $11  billion  or  ten  percent  is  needed  during  the  next  three  years. 
The  report  identified  that  14  million  students  nationwide  attend  schools  that  re- 
ported needing  extensive  repair  or  replacement  of  one  or  more  buildings. 

FEDERAL  STATE  AND  LOCAL  GOVERNMENTAL  HELP 

The  "Improving  America's  School  Act,"  signed  into  law  just  last  year,  included 
much  needed  school  infrastructure  funds.  A  total  of  $100  million  was  appropriated 
for  fiscal  year  1995.  Nevertheless,  most  concede  the  funds  are  in  grave  danger  of 
being  rescinded.  President  Clinton's  FY  1996  budget  offers  no  funds  for  school  facil- 
ity upgrade  or  repair.  So  the  federal  contribution  to  the  $11  billion  that  is  needed 
in  the  next  three  years  is  likely  to  be  small. 

State  and  local  taxpayers  are  increasingly  financing  education  programs — con- 
struction and  otherwise.  The  result  is  that  record  numbers  of  bond  issues  are  being 
defeated.  In  other  locales,  mileage  increases  are  capped  and  taxes  are  frozen.  For 
too  long,  school  districts  have  deferred  maintenance  on  school  buildings  because  of 
the  declining  state  and  local  funding,  combined  with  the  enormous  push  for  in- 
creased educational  programs,  in  addition  to  meeting  the  health,  nutrition,  psycho- 
logical and  other  needs  of  students  that  increasingly  falls  to  the  school  district. 

REPEAL  DAVIS-BACON 

Given  the  conditions  of  school  facilities,  and  the  federal,  state  and  local  difficulty 
in  providing  the  level  of  funds  required,  other  remedies  must  be  pursued.  The  repeal 
of  Davis-Bacon  is  an  obvious  solution. 

The  Davis-Bacon  Act  is  a  64-year-old  statute  that  mandates  that  a  prevailing 
v/age,  usually  the  union  rate,  be  paid  on  all  federally-funded  construction  projects. 
it  requires  contractors  on  federally-funded  or  federally-assisted  construction  projects 
of  $2,000  or  more  to  pay  the  "prevailing  local  wage,  which  is  usually  10  to  25  per- 
cent higher  than  the  wages  paid  by  the  non-union,  private  sector.  This  Depression- 
era  statute  was  intended  to  prevent  big  construction  companies  from  hiring  low- 
wage,  itinerant  workers  and  underbidding  local  companies  for  coveted  government 
contracts  during  the  Depression.  The  Act  has  outlived  its  usefulness. 

THE  IMPACT  ON  SCHOOL  CONCTRUCTION 

The  impact  of  the  Davis-Bacon  Act  on  school  districts  is  especially  odious.  At  a 
time  when  taxpayers  are  demanding  a  more  efficient  government,  and  exhibit  less 
willingness  to  spend  money  on  governmental  services,  school  districts  are  stymied 
in  their  efifort  to  reduce  their  construction  costs.  The  Davis-Bacon  Act  has  skewed 
local  decision-making  regarding  the  school  district's  ability  to  accept  federal  funds 
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to  meet  their  construction  needs.  One  anecdote  was  recently  relayed  by  a  former 
Loudoun  County,  Virginia  school  board  member  about  building  the  Monroe  Voca- 
tional-Technical Center  in  Leesburg,  VA.  The  school  board  sought  to  tie  in  federal 
vocational  education  ftinds  for  construction.  The  state  was  offered  a  federal  grant 
for  $24,000.  The  Loudoun  County  school  board  declined  the  grant  because  the  fed- 
eral funds  would  have  been  spent  on  the  required  Davis-Bacon  wages,  with  the  ad- 
ditional dilemma  of  establishing  an  increase  in  school  construction  wages  for  the  fol- 
lowing project. 

Other  state  examples  provide  clear  pictures  of  how  much  educational  funding  is 
siphoned  off  to  pay  Davis-Bacon  wages  instead  of  using  the  funds  for  important  edu- 
cational needs.  One  impact  is  seen  by  comparing  two  neighboring  States — Kansas 
without  a  state  Davis-Bacon  law  and  Missouri  with  a  state  Davis-Bacon  law;  infor- 
mal estimates  are  that  school  construction  costs  are  approximately  20  percem  high- 
er in  Missouri. 

Oklahoma 

Earlier  this  month,  a  reinterpretation  of  the  state  Davis-Bacon  statute  by  Oklaho- 
ma's newly-elected  Labor  Commissioner  saved  the  Tulsa  school  district  and  it's  tax- 
payers $1.8  to  2  million.  The  Oklahoma  Davis-Bacon  Act  requires  public  constn.c- 
tion  projects  exceeding  $600,000  to  pay  workers  the  prevailing  wage  rate  deter- 
mined by  the  U.S.  Department  of  Labor.  The  previous  Commissioner  had  stated  and 
enforced  that  a  bond  issue  and  a  project  were  the  same;  that  is,  he  bundled  together 
all  projects  funded  by  one  bond  issue  into  one  amount  for  meeting  the  $600,000  test. 
Hence  the  1991  $30  million  bond  issue  for  the  Tulsa  public  schools,  including  sev- 
eral hundred  stand-along  projects,  had  to  be  bid  as  prevailing  wage  projects,  many 
of  which  were  below  the  $600,000  threshold.  The  new  Commissioner  reinstated  the 
original  understanding  of  the  state's  Davis-Bacon  Act  which  allowed  public  institu- 
tions to  bid  each  stand-along  project  that  is  under  the  $600,000  threshold  at  com- 
petitive, free-market  rates,  even  though  those  independent  projects  may  be  part  of 
a  single  bond  issue.  The  Commissioner's  decision  will  save  the  Tulsa  School  District 
between  $1.8  and  $2  million — about  8  percent  on  a  bond  issue  that  is  already  been 
spent  for  several  years! 

West  Virginia 

West  Virginia  was  one  of  the  early  states  to  adopt  a  prevailing  wage  law.  In  1989 
there  was  a  bill  introduced  to  exempt  public  educational  facilities  from  the  require- 
ment that  they  pay  the  prevailing  wage  scale  pursuant  to  the  state  Davis-Bacon 
statute.  Supporters  of  the  bill  citea  the  obvious  Savings  that  would  accrue  to  school 
districts,  which  were  estimated  to  be  between  25  to  30  percent.  Preston  County's 
recent  construction  was  used  as  one  example  of  the  savings  that  were  possible.  Pres- 
ton County  had  just  built  a  high  school,  an  elementary/middle  school,  and  an  aca- 
demic center  at  a  total  cost  of  $5,894,108  that  averaged  out  to  $78.81  per  square 
foot  of  construction.  Interviews  with  contractors  in  the  county  established  that  open 
shop  contractors  usually  charge  an  average  of  $52  per  square  foot  for  similar  facili- 
ties. Using  those  figures,  one-third  of  the  cost  could  have  been  saved  had  schools 
been  exempt  from  Davis-Bacon.  The  savings  could  have  been  realized  for  the  tax- 
payers or  used  in  other  ways  through  the  educational  system. 

NSBA  Survey 

In  a  recent  informal  survey  of  school  districts,  the  National  School  Boards  Asso- 
ciation found  that  61  percent  of  the  respondents  thought  that  the  federal  or  state 
Davis-Bacon  law  had  increased  the  construction  costs  of  a  recent  project.  Although 
estimates  of  the  increase  varied,  55  percent  placed  it  in  the  11-20  percent  range. 

CONCLUSION 

Thank  you  for  the  opportunity  to  testify  on  behalf  of  schools  nationwide.  School 
districts  look  forward  to  working  with  the  committee  on  this  and  other  ways  to  cut 
costs  for  school  districts,  so  more  of  the  funding  can  go  to  educational  programs. 

Senator  Jeffords.  Mr.  Hess,  please  proceed. 

Mr.  Hess.  Thank  you,  Mr.  Chairman,  members  of  the  committee. 
My  name  is  Gary  Hess.  I  am  president  of  Hess  Mechanical  Cor- 
poration, a  family-owned  contracting  company  in  Upper  Marlboro, 
MD  here  in  the  local  Washington  area. 
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We  employ  approximately  300  pipe  fitters,  plumbers,  and  sheet 
metal  mechanics,  along  with  project  management  and  administra- 
tive personnel.  My  wife  Susan  and  I  started  our  firm  in  1980  in 
the  basement  of  our  home,  and  through  a  lot  of  hard  work  by  our 
employee  team,  our  company  has  achieved  a  successful  position  in 
the  construction  industry.  We  contract  both  private  and  Davis- 
Bacon  construction  projects. 

I  appreciate  the  opportunity  to  be  with  you  today  and  to  testify 
in  support  of  S.  141,  the  Davis-Bacon  Repeal  Act. 

At  best,  one  could  say  the  Davis-Bacon  Act  was  created  to  set 
wage  standards  to  protect  skilled  workers  from  being  exploited  by 
allegedly  unscrupulous  contractors.  At  worst,  the  Act  is  racist.  In 
the  Jim  Crow  era  of  the  1930's,  Representative  Bacon  and  Senator 
Davis  introduced  a  bill  to  protect  white  Northern  union  workers 
from  having  to  compete  with  black,  mostly  Southern,  nonunion 
labor. 

If  in  fact  there  were  ever  a  purpose  for  the  Act,  assuming  that 
it  was  passed  in  response  to  reports  that  contractors  were  hauling 
gangs  of  cheap  labor  around  the  country  to  undercut  local  firms  on 
Federal  construction  projects,  its  need  clearly  does  not  exist  today. 

Today,  the  Act  operates  counter  to  its  original  intent.  The  Act 
makes  it  much  more  likely  that  nonlocation  firms  specializing  in 
Davis-Bacon  construction  work  will  work  on  public  works  projects, 
while  small,  minority  and  independent  contractors  avoid  Davis- 
Bacon  work  due  ,0  the  built-in  inefficiencies  and  administrative  dif- 
ficulties associate  d  with  the  Act. 

In  fact,  our  OA^n  experiences  show  that  many  workers  travel 
around  from  location  to  location,  following  the  "scale  money,"  in- 
stead of  staying  with  a  contractor.  I  personally  feel  that  this  habit 
of  traveling  from  project  to  project  is  detrimental  to  the  basic  fam- 
ily structure  and  values,  in  addition  to  a  disruption  in  an  area's 
work  force. 

When  the  Da/is-Bacon  Act  was  passed,  there  were  minimal 
worker  protectioi  s  available.  Today,  workers  across  the  country  are 
protected  by  a  Uroad  set  of  regulations  including  the  minimum 
wage  and  other  /orker  protections  associated  with  the  Fair  Labor 
Standards  Act,  i:  le  Occupational  Health  and  Safety  Act,  and  the 
National  Labor  delations  Act. 

Today,  the  Da/is-Bacon  Act  remains  virtually  unchanged  since 
its  inception.  It  i  an  administrative  nightmare  for  contractors,  and 
I  would  venture  to  say,  to  the  Department  of  Labor  as  well. 

The  associated  paperwork  burdens  and  inefficiencies  inherent  in 
the  Act  exacerbale  the  significant  anticompetitive  and  inflationary 
effects  of  the  law  Contractors  must  submit  weekly  certified  payroll 
reports  at  a  cost  to  employers  of  over  $100  million  a  year.  Davis- 
Bacon  jobs  also  generally  require  strict  assignment  of  workers,  and 
payroll  reporting  on  a  rigid,  craft-by- craft  basis,  and  ignore  prevail- 
ing industry  practices  which  have  evolved  over  the  years  to  provide 
a  more  effective  \v'ork  environment. 

Many  businesses,  small  and  large  alike,  find  the  restrictions  too 
difficult  and  too  costly  to  participate.  In  our  company,  the  normal 
pay  cycle  is  every  2  weeks  on  our  private  projects,  and  every  week 
on  Davis-Bacon  projects.  This  adds  increased  administration,  book- 
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keeping  and  withholding  fihngs,  both  for  me  and  for  the  Govern- 
ment. 

Prompted  by  the  Federal  Davis-Bacon  regulations,  some  States 
and  local  governments  have  piggybacked  their  own  mini  Davis- 
Bacon  regulations,  such  as  in  my  own  State  of  Maryland.  The 
Maryland  regulations  are  even  more  restrictive  than  the  Federal  by 
requiring  overtime  on  over  8  hours  per  day,  instead  of  over  40 
hours  per  week,  in  effect  disallowing  flexible  work  time  through  the 
week,  such  as  four  10-hour  days  and  other  standard  practices  in 
our  industry. 

The  Davis-Bacon  Act  inflates  the  cost  of  Federal  construction  by 
an  average  of  5  to  15  percent,  hindering  economic  growth  and  in- 
creasing the  deficit.  An  extremely  conservative  estimate  by  the 
Congressional  Budget  Office  found  that  the  Davis-Bacon  Act  raises 
Federal  construction  costs  by  at  least  $3.1  billion  over  a  5-year  pe- 
riod. 

I  have  enclosed  a  chart  at  the  end  of  my  statement  showing  five 
local  projects — these  are  real,  live  projects — with  the  Davis-Bacon 
wage  rates  and  a  corresponding  private  sector  crew  cost  wage  rate. 
I  want  to  emphasize  it  is  not  the  diff'erential  wages  paid,  but  it 
shows  the  impact  of  being  able  to  work  a  blended  crew  of,  for  exam- 
ple, an  $18  an  hour  mechanic,  a  $15  an  hour  advanced  helper  or 
junior  mechanic,  and  a  couple  of  helpers  at  $10  or  $11  an  hour.  It 
shows  you  a  savings  percentage  of  45  to  48  percent,  which  certainly 
coincides  with  Mayor  Becker's  45.8  percent  that  he  found  on  this 
project. 

Today,  the  Davis-Bacon  Act  serves  only  one  real  purpose — union 
protectionism.  It  is  just  the  kind  of  law  the  American  public  spoke 
about  when  they  asked  for  change. 

Repeal  of  Davis-Bacon  would  not  only  restore  efficiency  and  com- 
petition in  Government  contracting,  but  it  will  provide  countless 
job  opportunities  for  new  entrants  into  the  industry,  eliminate  a 
significant  unfunded  Federal  mandate,  and  be  an  excellent  step  in 
restoring  America's  faith  in  the  Federal  Government. 

I  would  like  to  thank  the  Senate  Labor  and  Human  Resources 
Committee  for  giving  me  the  opportunity  to  speak  to  you  today. 

Senator  Jeffords.  Thank  you  very  much,  Mr.  Hess. 

[The  prepared  statement  of  Mr.  Hess  follows:] 

Prepared  Statement  of  Gary  Hess,  President,  Hess  Mechanical  Corporation 

Madam  Chairman  and  members  of  the  committee,  my  name  is  Gary  Hess.  I  am 
president  of  Hess  Mechanical  Corporation,  a  large  family  owned  contracting  com- 
pany in  Upper  Marlboro,  MD.  We  employ  approximately  300  pipe  fitters,  plumbers 
and  sheet  metal  mechanics,  along  with  project  management  and  administrative  per- 
sonnel. My  wife  and  I  started  our  firm  in  1980  in  the  basement  of  our  home. 
Through  a  lot  of  hard  work  by  our  "employee  team"  our  company  achieved  a  suc- 
cessful position  in  the  construction  industry.  We  contract  both  private  and  Davis 
Bacon  construction  projects.  I  appreciate  the  opportunity  to  be  witn  you  today  to  tes- 
tify in  support  of  S.  141,  the  Davis-Bacon  Repeal  Act. 

At  best  one  could  say  the  Davis-Bacon  Act  was  created  to  set  wage  standards  to 
protect  skilled  workers  from  being  exploited  by  allegedly  unscrupulous  contractors. 
At  worst,  the  Act  is  racist.  In  the  Jim  Crow  era  of  the  1930's,  Representative  Bacon 
and  Senator  Davis  introduced  a  bill  to  protect  white,  northern  union  workers  from 
having  to  compete  with  black,  mostly  southern  non-union  labor. 

If  in  fact  there  ever  was  a  purpose  for  the  Act,  assuming  that  it  was  passed  in 
response  to  reports  that  contractors  were  hauling  gangs  of  cheap  labor  around  the 
country  to  undercut  local  firms  on  federal  construction  projects  its  need  clearly  does 
not  exist  today. 
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Today,  the  Act  operates  counter  to  this  original  intent.The  Act  makes  it  more  like- 
ly that"  pon-location  firms  specializing  in  Davis-Bacon  construction  woric  will  work 
on  public  works  projects  while  small,  minority  and  independent  contractors  avoid 
Davis  Bacon  work  due  to  the  built-in  inefficiencies  and  administrative  difficulties 
associated  with  the  Act.  In  fact,  our  own  experiences  show  that  manv  workers  travel 
around  from  location  to  location  following  tne  "scale  money"  instead  of  staying  with 
a  contractor.  I  personally  feel  that  this  habit  of  traveling  from  project  to  project  is 
detrimental  to  the  basic  family  structure  and  values  in  addition  to  a  disruption  in 
an  areas  work  force. 

When  the  Davis-Bacon  Act  was  passed  there  were  minimal  worker  protections 
available.  Today,  workers  across  the  country  are  orotected  by  a  broad  set  of  regula- 
tions including  the  minimum  wage  and  other  worker  protections  associated  with  the 
Fair  Labor  Standards  Act,  the  Occupational  Health  and  Safety  Act  and  the  National 
Labor  Relations  Act. 

Today,  the  Davis-Bacon  Act  remains  virtually  unchanged  since  its  inception.  It  is 
an  administrative  nightmare  for  contractors  and  I  would  venture  to  say.  The  De- 
partment of  Labor  as  well.  The  associated  paperwork  burdens  and  inefficiencies  in- 
herent in  the  Act  exacerbate  the  significant  anti-competitive  and  infiationary  effects 
of  the  law.  Contractors  must  submit  weekly  certified  payroll  reports  at  a  cost  to  em- 
ployers of  $100  million  a  year.  Davis-Bacon  jobs  also  generally  require  strict  assign- 
ment of  workers,  and  payroll  reporting  on  a  rigid  crafl-by-cratl  basis  and  ignore  pre- 
vailing industry  practices  which  have  evolved  over  the  years  to  provide  a  more  efTec- 
tive  work  environment. 

Many  businesses,  small  and  large  alike,  find  the  restrictions  too  difficult  and  too 
costly  to  participate.  In  our  company  the  normal  pay  cycle  is  every  two  weeks  on 
our  private  projects  and  every  week  on  Davis-Bacon  proiects.  This  adds  increased 
administration,  bookkeeping  and  withholding  filings.  Prompted  by  the  Federal 
Davis-Bacon,  regulation,  some  states  and  location  governments  have  piggy-backed 
their  own  "Mini  Davis-Bacon  regulation  such  as  in  my  own  State  of  Maryland.  The 
Maryland  regulations  are  even  more  restrictive  than  the  Federal  by  requiring  over- 
time on  over  8  hours  per  day  instead  of  over  40  hours  per  week,  in  efTect  disallowing 
flexible  work  time  through  the  week  and  other  standard  practices  in  our  industry. 
The  Davis-Bacon  Act  inflates  the  cost  of  federal  construction  by  an  average  of  5- 
15  percent,  hindering  economic  growth  and  increasing  the  deficit.  An  extremely  con- 
servative estimate  by  the  Congressional  Budget  Office  found  that  the  Davis  Bacon 
Act  raises  federal  construction  costs  by  at  least  $3.1  billion  over  five  years. 

Today,  the  Davis  Bacon  Act  serves  only  one  real  purpose — union  protectionism — 
and  it  is  just  the  kind  of  law  the  American  public  spoke  about  when  they  asked  for 
change. 

Repeal  of  the  Davis-Bacon  Act  would  not  only  restore  efficiency  and  competition 
in  government  contracting,  it  will  provide  countless  job  opportunities  for  new  en- 
trants into  the  industry,  eliminate  a  significant  unfunded  federal  mandate  and  be 
an  excellent  step  in  restoring  America's  faith  in  the  federal  government.  I  would  like 
to  thank  the  Senate  Labor  and  Human  Resources  Committee  for  giving  me  the  op- 
portunity to  speak  today. 
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Senator  Jeffords.  Mr.  Butler,  please. 

Mr.  Butler.  Thank  you.  I  hope  you  will  bear  with  me.  I  was  up 
rather  late  dealing  with  some  problems,  and  I  am  going  to  have  to 
talk  loud  because  I  do  not  hear  quite  as  well  as  I  used  to. 

I  am  Mill  Butler,  and  I  work  for  a  company  called  Handon  Div- 
ing. We  are  certified  minority  contractors,  and  we  do  more  than 
drive  piles.  We  do  deep  sea  diving,  and  we  do  cutting  and  welding, 
all  underwater.  It  is  a  rather  risky  occupation,  but  we  do  under- 
water construction. 

We  are  signatories  to  Pile  Drivers  Local  2311,  and  we  are  part 
of  the  highway  committee  also,  because  we  inspect  bridges  and 
dams.  We  further  signed  up  with  the  Coalition  for  Fair  Contract- 
ing. 

It  is  my  position — and  I  am  not  going  to  read  my  statement 
word-by-word — it  is  my  position  that  Davis-Bacon  should  be  kept 
in  place  just  as  it  is.  I  will  also  share  with  you  that  I  happen  to 
be  obviously  pro-union,  but  am  a  lifelong  Republican.  So  I  am  not 
your  stereotypical  left-wing  liberal  by  any  stretch  of  the  imagina- 
tion. Trust  me  on  that  one. 

I  was  born  in  Washington,  DC  in  1954,  and  I  attended  Antioch 
College — which  is  why  I  am  not  a  liberal,  by  the  way.  Following 
that,  I  had  16  years'  experience  in  the  construction  industry.  Now, 
if  I  were  born  in  1954,  I  am  40,  so  that  about  half  of  my  life  has 
been  in  the  industry. 

I  help  Mark  Handon,  who  is  the  president  of  Handon  Diving;  I 
came  on  board  shortly  after  the  company  was  formed. 

The  major  problem  as  I  see  it  in  not  paying  the  prevailing  wages 
that  the  construction  market  is  greatly  artificially  deflated.  And  as 
a  conservative,  I  believe  in  market  forces,  very  much  so,  but  not 
when  you  have  a  greatly  artificially  deflated  market.  It  will  not 
work;  it  simply  will  not. 

It  is  like  if  you  have  a  city  or  a  town  that  has  five  or  six  main 
roads,  and  you  want  to  keep  it  healthy,  you  want  to  keep  traffic 
flowing — ^you  cannot  cut  off  all  the  roads.  It  is  like  your  body;  you 
cannot  cut  off  all  of  the  arteries.  You  have  to  leave  something  open. 

In  my  business,  by  the  time  we  pay  our  bills,  workmen's  comp, 
buy  equipment — such  as  a  deep  sea  diving  helmet,  which  costs 
roughly  $4,500 — we  do  not  walk  away  with  a  lot,  fi-equently.  But 
we  still  pay  the  prevailing  wage.  We  pay  scale — in  fact,  we  pay 
scale  or  above. 

If  we  hired  unskilled  people  at  lower  wages,  we  would  simply 
drown  people,  and  we  would  not  be  here.  We  are  not  going  to  do 
that. 

As  a  minority  contractor,  as  a  little  sidebar,  we  do  work  for 
PEPCO,  the  Potomac  Electric  Power  Company.  We  fix  their  flood- 
gates, we  keep  them  clear,  we  keep  the  water  flowing.  And  I  can 
unequivocally  State  that  if  it  were  not  for  their  minority  program, 
we  would  not  be  in  there,  because  for  3  or  4  years,  as  a  good  con- 
servative, philosophically,  I  was  not  going  to  raise  anything  about 
minority  status.  And  we  banged  on  the  door  for  3  or  4  years  and 
did  not  get  in.  I  finally  got  tired  of  starving,  and  I  decided  I  would 
call  myself  whatever  I  had  to  call  myself  to  get  the  work. 

To  say  that  Davis-Bacon  harms  minority  contractors  is  out- 
rageous. It  is  like  saying  if  you  are  sick,  and  you  go  to  the  hospital, 
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that  it  is  going  to  harm  you.  Davis-Bacon  has  not  harmed  me.  I  do 
not  have  any  problem  with  it.  I  do  not  have  any  problem  with  Pile 
Drivers  2311.  In  this  statement,  it  says  we  pay  17  cents  per  man 
to  send  them  to  school,  but  that  is  false.  We  pay  7  cents.  There  is 
no  way  I  can  start  a  school  for  7  cents  per  hour;  it  is  just  not  pos- 
sible. 

I  know  a  few  minority  contractors  here  in  Washington,  DC  who 
do  not  like  Davis-Bacon,  but  they  do  not  pay  their  people  a  fair 
wage,  and  in  my  opinion,  they  are  not  reputable  contractors.  Most 
of  the  minority  contractors  that  I  work  with  are  pro-Davis-Bacon, 
and  they  are  reputable. 

This  is  why.  About  3  years  ago  at  Howard  University,  there  was 
a  major  construction  job  on  a  building  called  Cook  Hall,  which  was 
a  dormitory.  If  I  am  not  mistaken,  it  was  built  around  1937.  It  was 
time  to  fix  it  up,  get  some  asbestos  out,  and  do  some  other  things. 

It  was  supposed  to  be  a  Davis-Bacon  job  because  Howard  Univer- 
sity, through  the  Howard  University  Endowment  Act,  receives  ap- 
proximately $450  million  from  the  U.S.  Congress.  That  would  be 
the  HHS  subcommittee  group.  But  it  was  not  being  treated  as  a 
Davis-Bacon  job,  and  a  subcontractor  who  was  a  minority  contrac- 
tor told  me  that  he  had  to  bid  the  job  low  and  cut  corners.  He  got 
caught  between  a  rock  and  hard  place,  and  he  wound  up  spending 
some  of  his  workers'  money;  the  checks  bounced,  and  some  of  them 
got  put  out  in  the  cold.  It  was  winter,  and  they  got  put  out  of  their 
apartments  in  the  winter.  Most  of  these  workers  were  Hispanic  and 
black  workers.  Had  this  job  been  treated  as  it  should  have  been, 
that  probably  would  not  have  happened. 

And  Davis-Bacon  is  not  just  for  the  union.  We  were  doing  Davis- 
Bacon  jobs  before  we  were  union.  At  one  time,  that  may  have  been 
true,  but  times  have  changed,  and  it  is  not  so  anymore. 

Often,  people  tell  me  they  think  it  is  strange  that  I  am  a  deep 
sea  diver  and  contractor,  and  I  happen  to  be  in  a  union.  Well,  it 
is  not  strange.  You  do  not  have  to  bang  the  door  down  to  get  into 
the  union.  They  will  let  you  in. 

On  construction  jobs,  when  you  hire  nonunion  crews,  frequently 
you  wind  up  doing  the  work  over.  If  it  is  a  building,  if  it  is  a  mod- 
ern building  with  a  poured  concrete  slab,  and  you  have  to  go  in  and 
dig  that  slab  out,  you  are  looking  at  a  lot  of  money.  When  you  go 
through  the  building  to  check  the  work,  you  usually  find  that  it  is 
not  up  to  par.  And  please  believe  me,  you  are  not  saving  much. 

Winding  up,  I  will  say  that  it  is  fundamentally  wrong  to  pay  peo- 
ple less  than  a  living  wage.  It  goes  against  the  Judeo-Christian 
ethic,  it  goes  against  Masonic  ethic.  \^en  they  worked  on  Solo- 
mon's Temple,  there  was  peace,  and  everybody  got  paid  a  living 
wage.  I  do  not  think  the  Christian  right  ought  to  have  a  problem 
with  paying  somebody  a  living  wage.  I  do  not  have  a  problem  with 
it. 

Yes,  philosophically,  as  a  Republican  and  a  good  conservative,  I 
agree  the  Government  probably  has  no  right  telling  me  how  to  run 
my  company,  but  when  there  is  no  voluntary  compliance — in  this 
society,  I  only  know  of  two  entities  that  set  rules;  there  is  the  pri- 
vate side,  and  there  is  the  Grovernment.  Private  people  are  not 
doing  it. 
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I  am  a  member  of  the  Association  of  Deep  Sea  Diving  Contrac- 
tors, which  is  a  nonunion  private  association,  and  I  just  Tost  a  con- 
tract to  a  person  in  that  group  because  they  do  not  try  to  regulate 
bids.  I  will  be  finished  shortly. 

I  further  worked  with  approximately  12  youngsters  here  in 
Washington,  DC  who  used  to  sell  drugs,  not  too  far  from  here.  They 
made  it  crystal-clear  that  they  wanted  the  good  things  that  every- 
body in  this  country  wants,  and  they  were  not  going  to  work  at 
McDonald's.  I  got  six  of  them  to  join  an  apprenticeship  program. 
They  completed  that  program,  and  they  do  not  sell  drugs  anymore. 
They  wound  up  getting  the  cars  that  they  wanted,  but  it  was 
through  legitimate  channels. 

Years  ago,  I  taught  a  group  of  single  mothers  who  were  on  wel- 
fare how  to  operate  heavy  equipment.  We  had  help  from  John 
Deere,  and  we  had  help  from  the  union.  And  I  must  say  as  a  con- 
servative, I  think  that  that  is  the  way  it  should  be  done — privately. 
But  now  these  women  have  good  jobs,  make  good  wages,  and  they 
are  not  on  welfare  anymore.  That  is  the  way  it  should  be  done. 

We  want  the  Haitian  and  the  Mexican  workers  to  have  a  fair 
wage,  and  we  want  our  people  to  have  a  fair  wage.  When  Rodney 
King  was  stopped  by  the  police,  he  was  an  unemployed  construc- 
tion worker.  It  is  too  bad  he  did  not  have  any  work  that  day;  they 
may  not  have  had  any  riots,  and  it  could  have  saved  some  lives. 

You  cannot  create  enterprise  zones  if  you  cut  people's  wages. 
Where  are  you  going  to  find  the  skilled  workers?  As  a  Republican 
once  again,  some  of  the  party's  ideas  simply  will  not  work  without 
the  prevailing  wage.  Getting  people  off  welfare  and  making  them 
independent  is  fine  with  me,  but  I  am  for  cutting  various  programs. 
But  once  you  cut  these  programs,  like  I  said,  you  have  to  have 
something  so  that  people  can  make  up  the  difference.  It  is  like  a 
dock — if  you  tear  out  the  pilings,  the  dock  is  going  to  fall.  The  pre- 
vailing wage  is  the  pilings  of  this  economy. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Butler  follows:] 

REPARED  STATEMENTT  OF  CAPTAIN  MiLL  BUTLER 

Senator  Kassebaum  and  members  of  the  committee:Thank  you  for  the  opportunity 
to  address  you.  I  am  Mill  Butler  and  my  firm  is  a  "certified  minority  contractor." 
We  work  in  underwater  inspection,  engineering,  salvage  and  demolition.  I'm  also  a 
lifelong  Republican  and  I  believe  in  Davis-Bacon.  If  that  sounds  like  a  contradiction 
to  you,  it's  not,  and  that's  what  I'm  here  to  explain  today. 

I  was  born  in  Washington,  DC,  in  1954.  I  went  to  Antioch  College  in  Ohio — a  bas- 
tion of  liberalism — and  following  that  had  16  years  experience  in  the  construction 
industry.  I  helped  Mark  Handon  form  his  present  diving  company  in  1986. 

The  major  problem  I  see  in  not  paying  prevailing  wages  is  that  it  artificially  de- 
Hates  the  market.  As  a  good  Republican  and  a  conservative,  I'm  for  market  forces, 
but  repealing  Davis-Bacon  would  not  allow  the  market  to  work. 

If  you  had  a  town  with  a  few  roads  and  wanted  to  keep  it  economically  viable 
and  maintain  the  traffic  flow,  you  wouldn't  close  off  its  major  arteries  and  expect 
it  to  stay  healthy. 

In  my  business,  by  the  time  I  pay  all  my  bills,  pay  workmens'comp  and  buy  the 
equipment  (one  deepsea  diving  helmet  costs  $4,500),  I  still  pay  my  people  the  pre- 
vailing wage.  If  we  hired  unskilled  people  at  lower  wages,  they'd  be  dead,  and  we'd 
be  out  of  business. 

As  a  minority  contractor,  we  are  doing  work  for  PEPCO,  the  Potomac  Electric 
Power  Company,  and  we  unequivocally  would  not  be  in  that  company  if  it  weren't 
for  their  minority  program.  Philosophically,  I  fought  to  get  in  there  for  3  to  4  years 
without  mentioning  our  minority  status,  but  we  finally  got  tired  of  starving. 
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To  say  that  Davis-Bacon  stifles  jobs  for  minority  groups  is  like  being  sick  and  not 
going  to  the  doctor.  You  get  better  if  you  go  to  the  doctor.  I  know  a  few  minority 
contractors  here  in  DC  who  don't  like  Davis-Bacon,  but  they  don't  pay  their  people 
a  fair  wage.  In  my  opinion,  they're  not  reputable  contractors.  Most  minority  contrac- 
tors are  for  it. 

This  is  why:  About  three  years  ago  at  Howard  University  .there  was  a  major  con- 
struction job  on  a  building  called  Cook  Hall. 

It  was  supposed  to  be  a  Davis-Bacon  job  because  Howard  receives  some  $450,000 
from  the  U.S.  Congress  under  the  university's  endowment  act.  But  it  wasn't  being 
treated  as  a  Davis-Bacon  job,  and  some  workers  had  their  paychecks  bounce,  and 
two  families  got  put  out  of  their  apartments  in  the  middle  of  a  cold  winter.  Most 
of  these  people  were  Hispanic,  and  the  contractor,  who  was  black,  told  me  that  since 
the  job  wasn't  Davis-Bacon,  he  was  forced  to  cut  comers  and  lower  the  wages.  So 
be  wound  up  spending  his  workers'  money.  He  didn't  want  to  do  that,  but  he  got 
caught  between  a  rock  and  a  hard  place. 

Davis-Bacon  has  not  only  helped  keep  minorities  on  the  job;  it  has  benefited  con- 
tractors, both  union  and  nonunion.  Does  Davis-Bacon  favor  union  workers?  At  one 
time  it  did.  At  one  time,  depending  on  the  trade,  you  could  say  it  favored  Irish  work- 
ers, or  Italian  workers  in  New  York  City,  but  that's  not  the  way  it  is  now.  People 
say  to  me,  "You're  a  union  diving  contractor??  They  let  you  join  the  union?" 

I  say,  "Let  me?  They're  very  happy  that  I  joined:  It  helps  them,  it  helps  me,  I 
put  their  people  to  work." 

On  construction  work  with  nonunion  crews,  you  often  wind  up  doing  the  work 
over,  and  it  costs  a  fortune.  With  modem  buildings  and  concrete  slabs,  if  you  have 
to  dig  up  the  slab  to  replace  the  plumbing  or  the  electrical  work,  you  are  facing 
enormous  costs.  And  if  your  people  aren't  trained,  they  can  wind  up  injured  or 
killed,  as  I  said.  Trained  people  do  a  better  job,  and  nobody  trains  as  well  as  the 
unions.  We  pay  17  cents  an  hour  to  the  Pile  Drivers  union  training  program,  which 
is  very  good.  How  could  I  start  my  own  program  for  17  cents?  The  Pile  Drivers  are 
signatories  to  the  National  Alliance  for  Fair  Contracting. 

It's  fundamentally  wrong  not  to  pay  p)eople  a  living  wage,  according  to  the  Judeo- 
Christian  ethic  most  of  us  live  by.  No  civilized  nation  of  people  does  this;  it  is  bar- 
baric. There  is  no  religious  or  ethical  justification  for  it.  Yes,  philosophically  there 
shouldn't  be  a  need  for  Davis-Bacon.  There  should  be  global  peace,  too,  but  we're 
not  going  to  abolish  the  army. 

There  are  contractors  out  there  who  don't  pay  a  living  wage,  so  we  simply  have 
to  keep  some  regulation  in  place. 

Yes,  I  have  a  philosophical  problem  with  government  interfering  in  the  market- 
place, but  when  this  particular  market-construction — happens  to  he  artificially  de- 
flated, and  we  have  plenty  of  stats  to  prove  it,  and  when  there's  no  voluntary  com- 
pliance with  market  forces,  you  have  to  have  a  prevailing  wage  law.  You  have  a  po- 
lice force  because  people  won't  voluntarily  just  be  good.  You  don'f  abolish  the  police 
department  because  it  infringes  on  people's  rights. 

I  know  and  have  worked  with  a  group  of  12  kids  selling  drugs  in  DC,  and  they 
make  it  crystal  clear  that  they  want  all  the  good  things  in  this  country  that  every- 
one else  wants.  They  will  not  take  McDonalds'  jobs.  Out  of  that  group  of  12,  I've 
gotten  about  half  to  enter  apprenticeship  school,  and  they  aren't  into  narcotics  any- 
more. They  bought  the  cars  they  wanted,  and  they  got  the  things  they  wanted 
through  a  legitimate  channel. 

Years  ago  I  taught  a  group  of  "single  mothers"  how  to  operate  heavy  equipment, 
and  this  program  through  a  union  and  John  Deere  worked  and  would  still  work. 
I  believe  in  this  as  a  conservative. 

We  want  the  Haitian  and  the  Mexican  to  get  a  fair  wage,  but  what  about  our  own 
people?  Rodney  King  was  an  unemployed  construction  worker  at  the  time  he  was 
stopped  by  the  police.  Too  bad  he  wasn't  working;  there  might  not  have  been  any 
riots.  How  are  you  going  to  create  enterprise  or  opportunity  zones  if  you  don't  have 
a  prevailing  wage? 

Where  are  you  going  to  find  the  skilled  construction  workers?  As  a  Republican, 
let  me  say  that  some  of  the  partes  ideas  simply  won't  worit  without  the  prevailing 
wage.  Get  people  off  welfare,  make  them  independent,  but  make  the  prevailing  wage 
the  foundation  of  their  economic  well  being.  As  a  Republican,  I'm  also  for  cutting 
Social  Security  and  entitlements,  but  you  have  to  give  people  a  living  wage  so  they 
can  pick  up  the  difference. 

It's  like  a  dock:  if  you  pull  the  pilings  out,  the  dock  will  fall.  Prevailing  wages 
are  the  pilings  of  this  economy. 

Thank  you  very  much. 
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Senator  Jeffords.  Thank  you,  Mr.  Butler.  As  you  pointed  out, 
there  are  many  different  opinions  on  just  how  we  ought  to  proceed 
here  with  respect  to  the  Davis-Bacon  Act.  As  pointed  out  earlier, 
it  did  come  about  during  a  time  when  this  country  was  in  great 
stress,  with  huge  numbers  of  unemployed.  Market  forces  did  not 
work  at  all,  and  as  a  result,  we  got  the  Davis-Bacon  Act. 

One  of  the  problems  has  been  the  inability  to  change  it  over  the 
years,  and  perhaps  we  would  not  be  here  if  that  had  not  occurred. 
But  to  still  be  using  the  level  of  around  $2,000  to  be  included  under 
the  Act,  and  the  failure  or  the  inability  to  get  changes  on  the  mini- 
mum size  of  the  job  that  would  be  put  under  Davis-Bacon  has  built 
pressure  to  the  point  where  now,  as  we  face  great  problems  with 
our  deficit  and  are  trying  to  do  more  with  fewer  dollars  at  the  Fed- 
eral level  to  build  more  schools  and  more  roads,  it  seems  to  me  that 
times  have  changed,  and  it  is  now  necessary  to  try  to  do  the  best 
we  can  with  what  we  have  as  far  as  the  money  that  is  available. 

Mr.  Boehlje,  with  respect  to  that,  do  you  have  any  idea,  either 
in  your  own  area  or  with  the  people  whom  you  represent,  how 
many  jobs  just  do  not  go  forward  because  of  the  Davis-Bacon  Act — 
in  other  words,  the  cost  just  puts  it  out  of  the  reach  of  the  local 
taxpayers? 

Mr.  Boehlje.  I  cannot  give  you  a  specific  number  on  the  number 
of  jobs  that  do  not  go  forward.  I  do  know  that  there  are  a  lot  of 
jobs — in  our  situation  in  the  school  districts,  we  have  a  number  of 
situations  where  some  Federal  funding  will  come  through  for  the 
program  through  a  Federal  program.  What  seems  to  be  happening 
in  a  great  share  of  those  cases  is  they  just  reject  the  opportunity 
for  the  Federal  funding  because  the  Davis-Bacon  provisions  coming 
through  mav  cost  them  money  on  the  whole  project.  So  they  avoid 
that  Federal  funding  approach  and  take  the  whole  project  local. 

One  of  the  areas  that  seems  to  be  a  real  problem  is  that  I  am 
not  so  sure  that  a  lot  of  these  projects  are  being  done  with  a  wage 
that  is  not  the  prevailing  local  wage;  but  that  does  not  seem  to  be 
the  Federal  standard  that  is  applied.  The  prevailing  local  wage  fig- 
ure under  Davis-Bacon  often  does  not  seem  to  reflect,  at  least  in 
a  lot  of  people's  perceptions,  what  the  actual  prevailing  local  wage 
is.  I  think  that  that  is  one  of  the  big  issues. 

In  many  of  our  situations,  though,  we  just  cannot  afford  to  make 
application  for  $20,000  in  Federal  funding  when  it  is  going  to  raise 
the  cost  of  the  whole  project  by  $25,000  or  $30,000. 

Senator  Jeffords.  Mr.  Hess,  have  you  experienced  morale  prob- 
lems with  workers  who  are  paid  higher  wages  on  publicly  financed 
projects  and  lower  wages  on  the  private  sector  projects? 

Mr.  Hess.  Senator,  it  definitely  is  a  problem.  It  creates  a  two- 
tier  system  within  everybody's  company,  and  naturally,  everyone 
wants  to  work  on  a  scale  project  as  opposed  to  a  nonscale  project. 
So  it  does  create  a  problem. 

Senator  Jeffords.  Do  you  think  it  has  anything  to  do  with  how 
long  it  takes  to  get  the  job  done  in  areas  where  you  have  higher 
than  the  prevailing  wage  essentially  being  paid,  as  workers  want 
to  hang  onto  the  job? 

Mr.  Hess.  Yes,  Senator,  it  does.  In  fact,  I  have  done  some  pro- 
ductivity studies,  and  particularly  as  a  job  starts  to  finish  up,  I 
think  the  productivity  on  Davis-Bacon  rate  jobs  is  even  lower  than 
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private  sector  jobs,  because  everybody  wants  to  stay  on  the  job  as 
long  as  they  can. 

There  is  absolutely  no  safety  differential  on  a  basic  job;  produc- 
tivity is  higher  because  of  our  crew  mixes  on  private  sector  work, 
our  prefabrication  techniques — everything  that  most  of  the  com- 
petitive contractors  are  doing  in  the  industry  today,  Davis-Bacon 
really  smacks  against  that  and  harms  the  way  that  contractors  are 
doing  work  on  a  normal,  day-to-day  basis. 

Senator  Jeffords.  How  about  the  paperwork  with  Davis-Bacon? 
Does  that  create  a  problem  for  you? 

Mr.  Hess.  It  is  a  problem.  With  the  advent  of  computers  and 
things  of  that  sort,  bookkeeping  programs,  it  is  not  as  much  of  a 
problem.  But  as  I  mentioned  in  my  statement,  if  we  pay,  as  a  lot 
of  firms  do  and  a  lot  of  governments  do,  every  2  weeks  on  our  nor- 
mal jobs,  why  do  we  have  to  pay  every  week  on  a  Davis-Bacon 
project?  That  is  an  artificial  requirement  that  is  set  up  there.  Why 
can't  a  contractor  pay  under  his  normal  cycle?  What  does  that  have 
to  do  with  how  the  Government  is  contractor,  and  what  they  are 
receiving  at  their  end  of  the  deal?  It  has  absolutely  nothing  to  do 
with  it;  it  is  just  an  artificial  restraint  in  trade,  in  my  estimation. 

Senator  Jeffords.  Mr.  Butler,  do  you  perform  work  that  is  out- 
side your  locality,  and  if  so,  how  does  the  Davis-Bacon  Act  affect 
your  decision  to  bid  on  work  outside  your  area? 

Mr.  Butler.  We  do  perform  work  outside  of  this  particular  area. 
If  it  is  a  Davis-Bacon  job,  that  does  not  affect  the  decision.  I  mean, 
it  does  not  affect  it  negatively.  We  are  very  happy  to  do  work  in 
New  York,  New  Jersey,  Connecticut,  wherever. 

As  I  said,  we  as  a  company  have  always  voluntarily  paid  the  pre- 
vailing wage  anyway.  And  I  have  no  problem  with  the  paperwork. 
I  have  seen  a  great  difference  in  safety  on  construction  jobs.  The 
Howard  University  job,  for  instance,  I  went  into  the  building,  and 
they  were  violating  every  rule  I  could  possibly  think  of.  They  were 
abating  asbestos  with  no  mask.  They  were  sending  the  workers 
home  in  the  same  work  clothes.  They  did  not  even  have  the  OSHA 
regulations  posted  on  the  job  site.  They  had  no  fire  extinguisher. 
It  would  take  me  a  very  long  time  to  tell  you  what  they  did  not 
have.  So  that  no,  it  has  not  been  my  experience,  and  that  is  on 
land-based  jobs  and  water-based  jobs.  I  have  been  on  water-based 
jobs,  some  of  them  nonDavis-Bacon,  where  they  hire  17,  18,  and 
20-year-olds  who  were  doing  scuba  diving  on  commercial  diving 
jobs,  and  I  have  seen  some  of  those  people — not  at  the  very  mo- 
ment, but  about  an  hour  later,  I  have  seen  them  lose  their  lives. 
It  is  not  the  way  to  go,  believe  me. 

Senator  Jeffords.  Thank  you  all  for  very  excellent  testimony. 

I  will  now  ask  Senator  Simon  if  he  has  questions. 

Senator  Simon.  Thank  you,  Mr.  Chairman. 

First  of  all,  Mr.  Boehlje,  I  have  been  to  Pella,  and  I  can  remem- 
ber when  The  New  Yorker  had  a  feature  story  about  Pella,  and  I 
particularly  remember  going  into  a  marvelous  bakery  in  Pella. 

Isn't  it  true  that  very  few  school  construction  jobs  involve  Fed- 
eral funds? 

Mr.  Boehlje.  Yes,  for  the  reason  I  stated  before,  and  the  fact 
that  most  of  the  Federal  funds  that  go  into  school  projects  are  a 
rather  small  portion  if  there  are  going  to  be  Federal  funds  in  that 
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project.  Most  of  our  projects  are  locally  funded  either  through  bond 
issuance  or 

Senator  Simon.  And  does  it  bother  you  at  all — Pella  is  a  rich  ag- 
ricultural area,  and  the  Federal  Government  helps  the  farmers  in 
that  area,  as  they  should,  just  as  they  help  the  farmers  in  Illinois — 
that  you  are  asking  for  legislation  tnat,  while  the  farmers  in  your 
area  are  being  helped,  and  that  in  turn  helps  the  businesses  in 
Pella,  you  are  asking  to  depress  that  second  quintile  of  people  in 
the  chart  who  are  already  experiencing  a  loss  in  income?  You  are 
asking  us  to  depress  those  wages  even  further. 

Mr.  BoEHLJE.  Well,  I  do  not  think  we  are  asking  to  depress  those 
wages  further,  because  in  our  situation,  the  Act  has  very,  very  lit- 
tle impact.  The  situation  that  we  have  where  our  wages  are  han- 
dled locally,  we  are  paid  on  a  very  competitive  rate.  We  have  very 
few  union  members  in  our  community,  but  we  have,  in  a  commu- 
nity of  9,500,  employers  who  employee  a  total  of  11,000  people  in 
some  substantial  factories  there — Pella  Windows,  Vermeer  Manu- 
facturing, and  so  on — and  all  the  contractors  that  do  the  work  for 
those  people  are  on  a  local  basis,  and  they  are  competitive  wages. 

Senator  Simon.  But  basically — and  ordinarily,  I  am  on  the  same 
side  as  the  National  School  Boards  Association  on  education  legis- 
lation— but  as  you  have  said,  it  applies  to  very  little  school  con- 
struction, and  yet  your  association  is  asking  for  something  that  will 
depress  wages  nationally. 

Mr.  Hess,  how  much  less  do  you  pay  to  workers  who  work  with- 
out Davis-Bacon  protection? 

Mr.  Hess.  Comparing  a  mechanic's  wages,  an  average  wage 
would  be  $17  to  $18  an  hour,  private  sector,  compared  to  a  Davis- 
Bacon  wage  of  approximately  $25  with  benefits. 

Senator  Simon.  And  that  is  above  the  average  for  what  you  are 
talking — mechanics  are  getting  more.  What  about  a  laborer? 

Mr.  Hess.  A  laborer  could  earn  anywhere  from  $8  to  $15,  de- 
pending on  his  experience. 

Senator  Simon.  But  there  is  a  substantial  difference  there. 

Mr.  Hess.  Exactly,  Senator,  and  everybody's  abilities  are  dif- 
ferent, too,  and  that  is  why  we  like  to  pay  merit  rates  to  people 
based  on  their  ability,  not  some  artificial  wage  rate  set  by  someone. 

Senator  Simon.  Well,  when  vou  say  paid  on  the  basis  of  ability, 
a  lot  of  people  are  desperate  tor  jobs,  and  they  could  be  the  most 
able,  particularly  when  you  get  to  the  minority  communities — they 
can  be  the  most  able  people,  but  if  the  only  jobs  available  pay  $5 
an  hour,  and  it  is  $5  or  nothing,  you  are  going  to  take  the  $5. 

I  would  also  point  out  that  you  and  Mr.  Butler  differ  on  the  safe- 
ty factor.  The  University  of  Utah  study  suggests  that  accidents  are 
up  15  percent  in  the  nine  States  that  have  repealed  Davis-Bacon. 
So  that  while  for  your  company,  it  may  not  have  made  any  dif- 
ference, overall,  the  record  is  fairly  clear. 

Let  me  mention  one  other  thing,  because  you  say  in  your  state- 
ment, "In  the  Jim  Crow  era  of  the  1930's,  Representative  Bacon 
and  Senator  Davis  introduced  a  bill  to  protect  white  Northern 
union  workers  from  having  to  compete  with  black,  mostly  South- 
ern, nonunion  labor."  I  would  like  to  put  into  the  record  a  state- 
ment regarding  the  legislative  history  and  statements  on  the  effect 
of  Davis-Bacon  on  the  minority  community.  I  would  also  like  to  put 
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into  the  record  a  statement  by  Congressman  Bill  Clay  of  Missouri, 
an  African  American  Member  of  Congress,  who  points  out  that  the 
repeal  of  Davis-Bacon  would  be  particularly  harmful  to  minorities. 
[The  prepared  statements  of  Congressmen  Bacon  and  Clay  fol- 
low:! 

Senator  Davis  and  Rep.  Bacon 

Did  Not  Have  a  Racist  Purpose  in  Sponsoring 

The  Davis-Bacon  Act 

I  would  like  to  set  the  record  straight  concerning  the  allegation  that  the  Davis- 
Bacon  Act  was  enacted  to  impede  blacks  from  competing  for  federally-fiinded  con- 
struction jobs  and  that  Rep.  Robert  Bacon  was  motivated  by  racism  in  sponsoring 
the  law. 

These  misrepresentations  often  start  with  an  erroneous  version  of  the  origins  of 
the  Act.  Some  claim  that  the  story  of  Davis-Bacon  begins  in  1927  with  the  construc- 
tion of  a  Veterans'  Bureau  hospital  in  the  district  of  Representative  Robert  Bacon 
(R-N.Y.).  That  assertion  is  simply  wrong.  The  idea  of  protecting  and  stabilizing  local 
labor  conditions  on  construction  projects  was  already  well-established  before  Rep. 
Bacon  introduced  federal  prevailing  wage  legislation.  Indeed,  as  early  as  1891,  the 
state  of  Kansas  had  adopted  a  law  requiring  that  "not  less  than  the  current  rate 
of  per  diem  wages  in  the  locality  where  the  work  is  performed  shall  be  paid  to  labor- 
ers, workmen,  mechanics,  and  other  persons  so  employed  by  or  on  behalf  of  the 
State  of  Kansas." 

Thus,  in  1927,  Rep.  Bacon  did  not  originate  the  notion  that  a  contractor  should 
be  forbidden  from  destabilizing  and  degrading  local  labor  standards.  Rather,  Rep. 
Bacon's  legislation  was  an  outgrowth  of  efforts  across  the  nation  to  stabilize  local 
wage  rates  and  protect  local  contractors. 

To  support  the  claim  that  the  purpose  of  the  Davis-Bacon  Act  was  to  exclude 
black  workers,  some  cite  only  a  few  phrases,  taken  completely  out  of  context  from 
the  voluminous  hearings  and  debates  on  Davis-Bacon  between  1927  and  1935.  Sig- 
nificantly, none  of  the  remarks  are  by  the  law's  sponsors.  In  fact,  there  is  absolutely 
no  support  in  the  legislative  history  for  the  charge  that  exclusion  of  African-Ameri- 
cans from  federal  projects  was  a  goal  of  the  sponsors. 

For  example,  opponents  of  the  Davis-Bacon  Act  occasionally  rely  on  a  remarii 
made  by  Rep.  Upshaw  (D-Ga.)  in  1927  when  Rep.  Bacon  discussed  the  construction 
of  a  Veterans'  Bureau  hospital  in  his  district.  Rep.  Upshaw  said  to  Rep.  Bacon,  "You 
will  not  think  that  a  soutnem  man  is  more  than  human  if  he  smiles  over  the  fact 
of  your  reaction  to  that  real  problem  you  are  confronted  with  in  any  community 
with  a  superabundance  or  large  aggregation  of  negro  labor."  Opponents,  generally 
fail  to  note  that  Rep.  Upshaw  was  a  lame  duck  at  the  time  he  made  that  remark, 
having  been  defeated  in  his  bid  for  renomination  in  1926,  and  that  he  left  oflice  al- 
most four  years  before  the  Davis-Bacon  Act  was  passed.  Thus,  Rep.  Upshaw  was 
no  supporter  of  the  Davis-Bacon  Act  and,  moreover,  he  was  not  even  a  member  of 
Congress  when  it  was  debated  and  passed. 

Even  more  importantly,  those  who  point  to  Rep.  Upshaw's  remark  always  fail  to 
mention  that  Rep.  Upshaw's  racist  insinuations  were  immediately  and  soundly  re- 
jected by  Rep.  Bacon,  the  sponsor  of  the  Davis-Bacon  Act.  Stating  that  migratory 
workers  of  all  races  were  being  brought  in  to  work  on  the  hospital,  and  replying 
that  the  race  of  the  out-of-state  workers  was  of  no  import.  Rep.  Bacon  responded 
to  Rep.  Upshaw: 

MR.  BACON.  I  just  merely  mention  that  fact  because  that  was  the  fact  in  this 
particular  case,  but  the  same  thing  would  be  true  if  you  should  bring  in  a  lot  of 
Mexican  laborers  or  if  you  brought  in  any  nonunion  laborers  from  any  other  State 
.  .  .  In  the  case  that  I  cite  the  contractor  has  also  brought  in  skilled  nonunion 
labor  from  the  South  to  do  this  work,  some  of  them  negroes  and  some  of  them  white, 
but  all  of  them  are  being  paid  very  much  less  than  the  wage  scale  prevailing  in  New 
York  State     .... 

It  is  unfair,  to  say  the  least,  to  paint  Rep.  Bacon  as  a  racist  by  Quoting  the  re- 
marks of  Rep.  Upshaw,  and  leaving  out  Rep.  Bacon's  response.  To  ao  so,  is  to  en- 
gage in  purposeful  distortion  of  the  history  of  the  Davis-Bacon  Act.  When  one  re- 
views the  overall  history  of  the  Act,  as  opposed  to  isolated  and  out-of-context  re- 
marks, it  becomes  absolutely  clear  that  protecting  local  standards,  not  racism,  was 
and  is  the  purpose  of  the  law. 
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The  Original  Purpose  of  the  Davis-Bacon  Act 

Anyone  who  has  actually  read  the  Davis-Bacon  Act's  legislative  history  knows 
that  racial  discrimination  was  in  no  way  a  purpose  of  the  law. 

The  true  purpose  of  the  Davis-Bacon  Act  was,  in  fact,  to  "give  local  labor  and  the 
local  contractor  a  fair  opportunity"  to  participate  in  federal  construction  projects. 
The  roots  of  Davis-Bacon  are  solidly  in  the  Republican  Party  and  northern — not 
southern  "Jim  Crow" — support,  including  the  support  of  contractors.  Rep.  Bacon,  a 
banker  from  New  York,  first  introduced  a  bill  in  1927  to  require  that  local  prevail- 
ing wage  standards  be  met  on  federal  construction  projects.  James  J.  Davis,  Sec- 
retary of  Labor  under  Presidents  Harding,  Coolidge  and  Hoover  was  elected  as  a 
Republican  Senator  from  Pennsylvania  in  1930.  Shortly  thereafter,  Sen.  Davis  intro- 
duced a  companion  prevailing  wage  bill  in  the  Senate. 

Support  of  the  legislation  was  solid  and  widespread.  In  1931,  the  Secretary  of 
Labor,  Assistant  Secretary  of  War  and  Acting  Supervising  Architect  all  appeared  at 
hearings  to  support  the  bill  Contractors  also  supported  the  idea  of  protecting  local 
standards  as  many  were  being  forced  to  stand  by  and  watch  as  fly-by-night  contrac- 
tors underbid  local  employers  by  paying  far  below  the  area's  wage  rate.  Clearly,  the 
law  was  as  concerned  with  protecting  tne  local  contractor  as  it  was  with  protecting 
and  stabilizing  local  wage  rates.  Fair  contractors  realized  the  two  purposes  went 
"hand-  in-glove"  with  one  another. 

Congress  also  recognized  that  both  workers  and  contractors  were  seeing  their  op- 
portunities stolen  by  a  "selfish  group  of  contractors"  who  disregarded  local  stand- 
ards and  underbid  local  community-based  contractors.  Congress  was  concerned  that 
local  contractors  and  local  wage  earners,  who  were  contributors  to  their  community's 
tax  base,  were  being  deprivecf  of  the  economic  benefits  associated  with  the  construc- 
tion of  federally-assisted  projects  in  their  own  conrmiunities.  The  law,  in  the  words 
of  Sen.  Davis,  was  designed  to  remedy  the  situation  and  "give  a  square  deal  to  all." 

Some  opponents  of  Davis-Bacon  Act  ask  us  to  believe  that  the  Act's  many  support- 
ers were  using  racist  code  words  for  black  labor  when  they  described  the  underlying 
problem  to  be  the  use  of  "cheap",  "imported",  "transient",  "migratory"  and  "itin- 
erant" labor  to  undermine  local  labor  standards.  But  the  record  reveals  that  Rep. 
Bacon  and  other  supporters  were  concerned  about  any  degradation  of  local  labor 
standards  by  low-wage  workers  brought  from  outside  the  locality,  without  regard  to 
whether  the  "itinerant"  workers  were  black  or  white  workers. 

Some  would  also  have  us  believe  that  the  only  contractors  whose  practices  the  Act 
was  intended  to  prevent  were  southern  contractors  who  employed  black  workers. 
Again,  the  legislative  record  demonstrates  that  this  simply  was  not  the  case.  In  tes- 
ti5^ng  in  support  of  the  original  legislation  in  1931,  William  Green,  President  of  the 
American  Federation  of  Labor,  presented  documentation  about  complaints  he  re- 
ceived from  16  areas  around  the  country.  His  testimony  makes  it  quite  clear  that 
the  contractors  who  presented  problems  were  not  just  southern  "invaders"  of  the 
north.  For  example,  one  complaint  involved  a  contractor  from  Des  Moines  on  a 
project  in  Arkansas.  Another  dealt  with  a  Louisville  contractor  on  a  post  office  facil- 
ity in  the  same  city.  Others  involved  a  Texas  contractor  on  an  El  Paso  project;  a 
New  York  City  contractor  on  a  Utica,  New  York  project;  and  a  Pennsylvania  con- 
tractor on  a  New  Jersey  project. 

The  Davis-Bacon  Act  was  not  only  intended  to  stabilize  local  wage  rates  and  labor 
standards  for  local  wage  earners  and  local  contractors,  but  also  was  intended  to  help 
migratory  workers  by  preventing  unsavory  contractors  from  exploiting  them.  Rep- 
resentative LaGuardia  appreciated  the  fact  that  the  Act  would  help  all  workers.  As 
Rep.  LaGuardia  stated,  'Itjhe  unfair  and  unethical  contractor  however,  after  getting 
the  contract  and  being  paid  on  such  basis,  turns  around  and  imports  labor  from 
other  localities  at  low  and  reduced  prices,  not  only  exploiting  his  own  workers,  but 
all  to  the  discrimination  and  disadvantage  of  labor  living  in  that  vicinity."  Rep. 
LaGuardia  further  stated: 

1  saw  with  my  own  eyes  the  labor  that  [the  contractor]  imported  there  from  the 
South  and  the  conditions  under  which  they  were  working.  These  unfortunate  men 
were  huddled  in  shacks  living  under  the  most  wretched  conditions  and  being  paid 
wages  far  below  the  standard.  These  unfortunate  men  were  being  exploited  by  the 
con-tractor. 

Clearly,  the  Davis-Bacon  Act  was  not  designed  to  discriminate  against  minority 
construction  workers.  Rather  it  was  implemented  to  protect  all  workers,  be  they 
white,  black  or  any  other  race.  Moreover,  the  Act  sought  to  protect  and  stabilize 
labor  standards  to  aid  local  communities  and  contractors  who  were  having  their 
areas  raided  by  a  select  group  of  unscrupulous  contractors.  Indeed,  if  the  Davis- 
Bacon  Act  were  repealed,  today's  construction  workers  would  risk  sharing  the  fate 
of  the  unfortunate  persons,  black  and  white,  who  were  employed  by  the  infamous 
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Alabama  contractor  in  New  York  in  1927 — all  could  be  paid  wages  far  below  the 
standard  and  all  could  be  exploited. 

In  sum,  history  demonstrates  that  Davis-Bacon  was  enacted  to  save  all  construc- 
tion workers  from  abusive  practices  by  mandating  that  a  fair  and  livable  wage  be 
paid  to  every  worker. 

The  Minority  Community  Supports  the  Davis-Bacon  Act 

Occasionally  we  hear  attacks  of  the  Davis-Bacon  Act  based  on  the  flawed  premise 
that  it  is  a  "racist"  statute.  I  am  far  more  interested  in  the  views  of  the  African- 
American  community  as  to  what  is  good  for  minority  working  men  and  women  than 
I  am  in  the  views  of  those  who  wish  to  reduce  wages  in  the  construction  industry 
through  repeal  of  Davis-Bacon.  What  does  the  minority  community  believe  about 
this  important  law?  For  example,  Rep.  Augustus  Hawkins,  former  Chairman  of  the 
House  Education  and  Labor  Committee,  has  been  a  leading  supporter  of  the  Davis- 
Bacon  Act,  hailing  it  as  "vital  worker  protection." 

Significantly,  Rep.  Hawkins  has  described  the  current  role  of  Davis-Bacon  in  pro- 
tecting workers  in  much  the  same  way  as  Rep.  Bacon  and  others  did  in  1931.  He 
has  stated: 

I  think  we  should  understand  how  Davis-Bacon  actually  operates  .  .  . 
[SJuddenly,  you  are  faced  with  a  contractor  who  comes  in,  bids  on  a  contract,  based 
on  lower  wages  paid  its  itinerant  workers,  and  ignores  equity,  and  the  moral  respon- 
sibility to  your  community.  They  could  have  come  from  thousands  of  miles  away  in 
order  to  underbid  your  local  people.  Now  this  results,  as  has  been  stated  in  the  past, 
in  very  shoddy  construction  work.  Now  maybe  it  won't  appear  in  the  first  few  years, 
but  over  the  life  of  the  construction,  shoddy  workmanship  will  be  revealed.  It  was 
to  prevent  such  practices  that  Davis-Bacon  was  started  in  the  first  place  back  in 
the  1930's. 

As  this  passage  demonstrates.  Rep.  Hawkins  clearly  does  not  believe  that  "itin- 
erant" labor  is  a  racist  code  word,  as  some  suggest,  or  that  the  original  purpose  of 
the  Davis-Bacon  Act  was  to  prevent  black  employment  on  federal  construction  jobs. 

Similarly,  Rep.  Bill  Clay  of  Missouri  has  described  how  Davis  Bacon  is  particu- 
larly critical  in  protecting  minority  workers: 

One  of  the  myths  about  the  Davis-Bacon  Act  is  that  it  only  protects  highly  paid 
construction  workers  .  .  .  This  proposal  [to  weaken  Davis-Bacon]  would  cause 
serious  problems  for  minority  and  lower  paid  construction  workers  .  .  .  This 
[bill]  would  severely  limit  the  employment  standards  and  opportunities  of  the  seg- 
ment of  the  construction  work  force  which  is  largely  composea  of  minority  members 
.  .  .  It  is  clear  that  [this  bill]  will  limit  training  of  young  workers  and  have  a 
devastating  impact  on  the  living  standard  of  minority  construction  laborers — many 
of  whom  now  struggle  to  maintain  a  decent  standard  of  living  at  backbreaking  and 
dangerous  work. 

LiKe  these  distinguished  African-Americans,  leading  organizations  representing 
minorities  and  women  support  Davis-Bacon.  The  NAACP,  the  National  Women's  Po- 
litical Caucus,  the  Navajo  Tribal  Council,  and  the  Mexican  American  Unity  Council 
have  all  expressly  endorsed  the  Davis-Bacon  Act.  It  is  widely  recognized  by  those 
who  truly  have  the  interests  of  minority  workers  in  mind  that  the  Davis-Bacon  Act 
benefits  minority  construction  workers  by  ensuring  that  they  are  paid  fair  and  de- 
cent wages  and  fringe  benefits  when  they  work  on  federal  projects. 

And  the  protections  provided  by  the  Davis-Bacon  Act  are  urgently  needed  by  all 
of  America's  construction  workers.  The  nature  of  the  construction  industry,  and  the 
special  characteristics  of  the  government  contracting  process,  make  construction 
workers  on  government  projects  particularly  susceptible  to  wage-cutting  competi- 
tion. 

The  construction  industry  is  intensely  competitive.  There  are  hundreds  of  thou- 
sands of  contractors,  mainly  small  business  ventures,  competing  for  work  on  feder- 
ally-funded projects.  Because  it  is  relatively  easy  to  go  into  business  as  a  contractor, 
firms  often  enter  the  market  to  compete  for  work  on  a  particular  project.  In  the  case 
of  government  contracts,  the  government  is  required  by  law  to  award  the  contract 
to  the  lowest  bidder,  with  a  few  exceptions.  Consequently,  the  pressure  on  contrac- 
tors to  minimize  their  costs  is  enormous.  And,  because  the  employer  in  the  construc- 
tion industry  has  little  control  over  most  of  its  major  costs,  such  as  land,  materials, 
equipment,  and  interest  payments,  the  cost-cutting  is  invariably  directed  at  wages 
and  other  labor  costs. 

Unfortunately,  construction  workers  are  in  a  poor  position  to  resist  these  wage- 
cutting  pressures.  Construction  employees  have  virtually  no  job  security,  as  they 
rarely  form  the  kind  of  long-  term  employment  relationship  that  is  the  norm  in  most 
other  industries.  Instead,  they  are  hired  only  for  the  duration  of  a  particular  project. 
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and  must  look  for  a  new  employer  when  that  project  is  fmished.  Employment  in  con- 
struction fluctuates  widely  depending  on  the  season,  the  economy,  and  various  other 
circumstances,  and  construction  workers  face  unemployment  rates  that  are  persist- 
ently high. 

Under  these  conditions,  the  offer  of  work  can  be  and  is  used  to  drive  down  wage 
levels.  Without  the  minimum  wage  floor  provided  by  Davis-Bacon,  all  contractors 
would  be  forced  to  bid  down  the  price  of  labor  to  match  the  lowest  common  denomi- 
nator. Then  federally-funded  construction  contracts  would  destroy  locally  prevailing 
wage  structures  as  contracts  would  be  awarded  to  the  lowest  bidders — the  contrac- 
tors who  pay  the  lowest  wages  to  the  most  desperate  and  least  skilled  workers. 

It  is  no  surprise  that  Norman  Hill,  President  of  the  A.  Philip  Randolph  Institute, 
has  concludea  that  minority  workers  are  "particularly  vulnerable  to  exploitation 
such  as  the  wage-cutting  practices  which  the  Davis-Bacon  Act  of  1931  is  designed 
to  prohibit."  If  me  protections  of  the  Davis-Bacon  Act  are  removed,  many  minority 
workers  would  face  wage  exploitation.  And  all  construction  workers,  including  all 
minority  construction  workers,  would  be  forced  to  accept  lower  wages  and  reduced 
or  no  benefits  when  working  on  federal  construction  projects.  To  claim,  as  some  do, 
that  reducing  the  wages  and  benefits  of  minority  workers  is  somehow  in  their  best 
interest  is  ludicrous,  amd  smacks  of  the  worst  sort  of  racism  and  paternalism. 

Perhaps  the  most  troubling  and  outrageous  problem  with  the  argument  that  the 
Davis-Bacon  Act  works  against  the  interests  of  minority  workers  is  tnat  it  is  demon- 
strably untrue.  According  to  data  developed  in  1991  by  the  Department  of  Labor's 
Office  of  Federal  Contract  Compliance  Programs,  the  percentage  of  minorities  em- 
ployed by  federal  contractors  on  projects  covered  by  the  DFavis-Bacon  Act  in  the 
various  job  categories— craflworkers,  operators  and  laborers — was  higher  than  the 
percentage  of  minorities  employed  by  contractors  who  were  not  working  on  Davis- 
Bacon  projects.  The  following  data  shows  this  very  clearly: 

%   Minorities  %   Minorities 

for   Federal  for   Non-Federal 


Contractors  Contractors 


Craftworkers  i? 

Operators  25 , 

Laborers  41 , 


These  facts  suggest  that  we  should  be  seeking  stronger  labor  protections,  not 
weaker  ones,  on  federal  jobs  if  we  want  to  increase  minority  employment  in  the  con- 
struction industry.  Workers  have  nothing  to  gain  by  watering  down  the  protections 
of  Davis-Bacon,  and  everything  to  lose  by  the  encouragement  of  low-wage,  dead-end 
positions. 
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Senator  Simon.  And  then,  finally,  let  me  just  add,  Mr.  Hess,  in 
one  of  your  comments,  you  said  this  is  a  "union  protection  bill."  I 
would  disagree  that  that  is  fundamentally  what  it  is.  But  even  if 
that  were  the  case,  we  are  at  the  point  where  George  Shultz,  a 
former  Secretary  of  State  and  former  Secretary  of  Labor  under  a 
Republication  administration,  has  said  we  are  at  an  unhealthy 
point  in  our  economy  in  terms  of  union  membership.  When  in  non- 
governmental employees,  we  are  down  to  11.8  percent,  that  is  not 
a  healthy  thing.  Canada  is  about  34  percent;  Western  Europe  and 
Japan,  40  to  90  percent.  The  balance  is  not  a  healthy  one  in  our 
country. 

Mr.  Hess.  Senator,  could  I  comment  on  that? 

Senator  Simon.  Yes. 

Mr.  Hess.  I  would  ask  again  why  is  that,  and  it  is  because  the 
unions  are  becoming  dinosaurs.  They  are  not  representing  the  av- 
erage American  business  out  there,  or  the  worker,  in  the  way  we 
are  now  bringing  services  to  our  economy;  they  are  not. 

And  as  far  as  your  comment  on  safety,  the  open  shop  or  the 
merit  shop  segment  of  the  construction  industry  has  won  the  ma- 
jority of  The  Business  Roundtable's  safety  awards  in  the  last  5 
years,  90  percent.  So  there  is  absolutely  no  correlation  at  all  to 
union  or  merit  shop  safety  or  productivity  at  all.  All  we  are  talking 
about  is  whether  the  Federal  Government  is  going  to  pay  more  for 
their  construction  to  put  in  place  than  the  private  sector  is. 

If  I  go  to  Fort  Belvoir  to  build  a  dormitory  for  enlisted  men,  I 
pay  $25  or  so  an  hour;  if  I  go  and  build  an  apartment  building  in 
Springfield,  VA,  I  can  pay  a  blended  crew  cost  rate,  with  helpers 
and  mechanics,  of  $14  or  $15  an  hour.  Is  that  right,  for  us  as  tax- 
payers to  pay  that  premium?  That  is  I  think  what  we  are  here 
about  discussing  today. 

Senator  Simon.  I  know  my  time  is  up,  Mr.  Chairman,  but  in  re- 
sponse let  me  just  say  that  I  think  the  overall  record  is  fairly  clear 
in  terms  of  safety  on  union  and  nonunion  positions,  and  it  is  very 
much  on  the  side  of  union  positions  there. 

And  in  terms  of  why  we  have  a  low  union  membership,  in  some 
cases  I  think  you  are  correct  where  some  of  the  unions  have  not 
been  as  progressive  as  they  should  have  been.  But  part  of  the  an- 
swer, clearly,  is  also  the  law  in  the  United  States.  If  you  violate 
the  civil  rights  laws,  if  you  have  a  pattern  and  practice  of  violation, 
you  cannot  get  a  Federal  contract,  and  you  should  not  be  able  to 
get  a  Federal  contract.  If  you  have  a  pattern  and  practice  of  violat- 
ing labor  laws,  you  can  continue  to  get  Federal  contracts.  You  can, 
on  a  vote.  In  Canada,  if  the  majority  of  workers  in  a  location  sign 
a  card  and  pay  $1,  in  30  days  that  plant  is  organized,  that  location 
is  organized.  In  the  United  States,  the  litigation  can  drag  on  for  7 
years,  and  there  are  a  whole  series  of  laws  that  have  changed  the 
picture  here. 

I  have  taken  my  time,  Mr.  Chairman,  and  I  thank  you. 

Senator  Jeffords.  Do  any  of  you  have  a  time  problem  right  now? 
I  wonder  if  you  would  mind  if  I  interrupt  and  allow  Senator  Chafee 
to  come  forward  and  testify,  and  then  we  will  resume  questioning 
after  that  point. 

Senator  Jeffords.  It  is  a  pleasure  to  have  you  here.  Senator 
Chafee.  We  look  forward  to  your  testimony.  You  are  obviously  in- 
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volved  with  a  committee  that  has  a  great  deal  to  do  with  Davis- 
Bacon,  and  we  would  appreciate  your  testimony. 
Please  proceed. 

STATEMENT  OF  HON.  JOHN  H.  CHAFEE,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  RHODE  ISLAND,  AND  CHAHIMAN,  SENATE 
COMMITTEE  ON  ENVIRONMENT  AND  PUBLIC  WORKS 

Senator  Chafee.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee;  and  I  want  to  thank  the  witnesses  for  per- 
mitting me  to  come  in  at  this  interval. 

I  want  to  thank  you  and  members  of  the  Labor  and  Human  Re- 
sources Committee  for  granting  me  this  opportunity  to  testify  in 
support  of  the  Davis-Bacon  Repeal  Act,  S.  141.  I  want  to  commend 
the  Senator  from  Kansas  for  her  leadership  in  introducing  this 
measure  and  for  holding  this  hearing. 

The  Environment  and  Public  Works  Committee,  as  you  men- 
tioned, of  which  I  am  chairman,  has  jurisdiction  over  a  number  of 
major  public  works  and  environmental  programs  subject  to  what  I 
consider  to  be  the  antiquated  and  postDepression  statute,  namely, 
Davis-Bacon. 

I  wish  to  make  a  couple  of  points  if  I  might  today.  First,  given 
the  pressure  to  balance  the  budget,  Davis-Bacon,  in  my  opinion, 
can  no  longer  be  justified.  The  Act  inflates  Federal  construction 
costs  by  hundreds  of  millions  of  dollars  per  year  by  requiring  con- 
tractors on  all  federally-funded  or  assisted  construction  to  pay  local 
"prevailing  wage." 

In  the  vast  majority  of  cases  where  our  committee  is  concerned, 
the  prevailing  wage  rates  for  highway  or  other  heavy  construction 
trades  are  in  fact  the  union  rates,  which  are  the  very  highest 
wages  in  the  area.  If  these  funds  could  be  put  to  more  efficient 
use — that  is,  the  difference  between  what  w  would  normally  pay 
and  what  we  are  forced  to  pay — these  funds  would  result  in  our 
going  a  lot  further  to  meeting  the  overwhelming  national  demand 
for  environmental  and  infrastructure  improvements.  In  other 
words,  the  taxpayers  would  be  getting  more  for  their  dollars. 

Attached  to  my  statement  as  Appendix  A  is  a  rough  breakdown 
for  fiscal  1994  of  the  added  cost  of  Davis-Bacon  for  the  programs 
under  the  jurisdiction  of  the  Environment  and  Public  Works  Com- 
mittee. Applying  the  Congressional  Budget  Office's  most  recent 
Davis-Bacon  inflation  factor,  in  other  words,  what  they  say  it  costs, 
which  is  3.7  percent,  the  savings  from  repeal  would  yield  approxi- 
mately $865  million  on  the  jobs  that  came  in  1994  under  the  Envi- 
ronment and  Public  Works  Committee's  jurisdiction. 

Now,  you  may  say  $865  million  is  not  such  a  large  sum  of  money 
to  many,  and  many  perhaps  believe  that  here  in  Congress.  But 
$865  million,  which  is  over  three-quarters  of  a  billion  dollars,  could 
help  to  replace  dozens  of  woefully  deficient  bridges  around  the 
country,  improve  highway  safety,  or  help  to  preserve  precious  wet- 
land habitats.  At  a  time  when  we  are  considering  a  whole  host  of 
cuts,  Mr.  Chairman,  whether  it  is  in  welfare  or  whether  it  is  in 
Medicaid,  it  seems  to  me  we  should  not  be  paying  extra  money  be- 
yond what  we  could  get  under  the  normal  bidding  process  for  con- 
struction projects. 
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The  second  point  I  want  to  make  is  that  compliance  with  Davis- 
Bacon  regulations  is  costly  and  complicated.  For  smaller  contrac- 
tors, the  weekly  wage  reporting  and  certification  requirements  are 
a  difficult  burden,  particularly  for  a  smaller  contractor  who  habit- 
ually has  not  been  in  Davis-Bacon  jobs — in  other  words,  doing  the 
regular  work,  and  then  a  job  comes  up  in,  say,  the  Naval  Education 
Training  Center  in  Newport — a  small  contractor  wants  to  bid.  For 
that  small  contractor,  it  is  a  radical  change  in  how  he  or  she  or  the 
company  keeps  their  records  and  how  they  proceed.  And  it  discour- 
ages many  fi-om  bidding  on  Federal  construction  work. 

Ironically,  small,  local  contractors  are  the  very  firms  Davis-Bacon 
is  purported  to  protect.  For  larger  contractors,  compliance  with  a 
multiplicity  of  local  union  work  rules,  when  union  wages  are  deter- 
mined to  be  the  prevailing  wages,  can  present  enormous  problems. 
In  such  cases,  the  contractors,  whether  union  or  open  shop,  must 
comply  with  the  local  union  work  rules  for  each  trade  where  the 
prevailing  rate  is  set  at  the  union  rate,  forcing  them  to  alter  how 
they  normally  handle  their  procedures. 

The  most  significant  problem  caused  by  forcing  contractors  to 
comply  with  local  union  work  rules  is  that  these  rules  often  pre- 
clude all  but  skilled  iourneyinen  from  performing  tasks  routinely 
done  by  semi-skilled  helpers  in  private  construction.  In  protecting 
union  jobs,  these  work  rules  deny  economic  opportunity  to  thou- 
sands of  lower-wage  workers,  including  minorities  and  women,  and 
yield  the  costliest  outcome  for  taxpayers. 

In  this  regard,  we  could  go  a  long  way  toward  addressing  this 
problem  by  ending  the  moratorium  on  issuance  of  the  Department 
of  Labor's  Davis-Bacon  helper  rules. 

I  would  like  to  refer  back  if  I  might  to  the  3.7  factor  that  is  given 
by  the  Congressional  Budget  Office  as  the  difference  to  the  cost  of 
the  program.  In  my  discussions  with  contractors  in  my  State,  it  is 
much  higher  than  that,  and  of  course,  thev  are  just  referring  to  the 
wages — in  other  words,  not  the  cost  of  the  land  and  not  tne  cost 
of  tne  materials,  but  the  cost  of  the  wages.  In  those  instances,  the 
contractors  I  have  talked  to  have  said  that  their  estimate  is  that 
Davis-Bacon  adds  between  20  and  25  percent  additional  labor  cost 
for  a  job.  To  me,  where  this  really  strikes  home  is  when  we  are  try- 
ing to  build  low-cost  housing,  for  example.  We  could  build  a  lot 
more  low-cost  housing  if  we  did  not  have  Davis-Bacon. 

In  summary,  we  can  and  must  do  better.  If  any  one  of  us  here 
today  were  to  contract  to  have  a  house  built,  we  would  want  to  ob- 
tain the  most  for  our  money,  and  a  vigorous  private  construction 
market  would  help  attain  that  goal.  So  why,  then,  do  we  tolerate 
anything  less  than  full  and  open  competition  when  it  comes  to 
spending  taxpayer  funds  for  important  Federal  initiatives? 

I  believe  we  should  rely  on  competition  to  protect  the  public  in- 
terest, just  as  we  do  our  own  interests. 

So  I  thank  you  for  what  you  are  doing,  Mr.  Chairman  and  mem- 
bers of  this  committee 

[The  prepared  statement  of  Senator  Chafee  follows:] 

Prepared  Statement  of  Senator  Chafee 

Madam  Chairwoman,  I  want  to  thank  you  and  the  members  of  the  Labor  & 
Human  Resources  Committee  for  granting  me  this  opportunity  to  testify  in  support 
of  the  Davis-Bacon  Repeal  Act,  S.  141.  I  want  to  commend  the  Senator  from  Kansas 
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for  her  leadership  in  introducing  this  measure,  and  for  holding  this  hearing.  The 
Environment  &  Public  Works  Committee,  of  which  I  am  chairman,  has  jurisaiction 
over  a  number  of  major  public  works  and  environmental  programs  subject  to  this 
antiquated  post-Depression  statute.  As  such,  I  feel  compelled  to  make  two  points 
here  today. 

First,  given  the  pressure  to  balance  the  budget,  Davis-Bacon  can  no  longer  be  jus- 
tified. The  Act  infiates  federal  construction  costs  by  hundreds  of  millions  of  dollars 
per  year  bv  requiring  contractors  on  all  federally-funded  or  assisted  construction  to 
pay  local  prevailing'^  wages.  In  the  vast  majority  of  cases  where  our  committee  is 
concerned,  the  prevailing  wage  rates  for  highway  and  the  other  heavy  construction 
trades  are  the  union  rates — the  very  highest  wages  in  any  given  area.  If  these  fiinds 
could  be  put  to  more  efficient  use,  they  would  go  a  lot  further  in  meeting  the  over- 
whelming national  demand  for  environmental  and  infrastructure  improvements. 

Attached  to  my  statement  as  Appendix  A  is  a  rough  breakdown  for  fiscal  1994 
of  the  added  costs  of  Davis-Bacon  for  programs  under  the  jurisdiction  of  the  Envi- 
ronment &  Public  Works  Committee.  Applying  the  Congressional  Budget  Office's 
most  recent  Davis-Bacon  inflation  factor  of  3.7  percent,  the  savings  from  repeal 
would  yield  approximately  $865  million.  While  this  is  not  a  large  sum  of  money  to 
many  here  in  Congress,  $865  million  could  help  to  replace  dozens  of  woefully  defi- 
cient bridges  around  the  country,  improve  highway  safety  or  help  to  preserve  pre- 
cious wet  land  habitats. 

The  second  point  I  want  to  make  is  that  compliance  with  Davis-Bacon  regulations 
is  costly  and  complicated.  For  smaller  contractors  the  weekly  wage  reporting  and 
certification  requirements  are  a  difficult  burden,  discouraging  many  from  bidding  on 
federal  construction  work.  Ironically,  small,  local  contractors  are  the  very  firms 
Davis-Bacon  is  purported  to  protect.  For  larger  contractors  compliance  with  a  mul- 
tiplicity of  local  union  work  rules — when  union  wages  are  determined  to  be  the  pre- 
vailing wages — can  present  enormous  problems.  In  such  cases,  contractors  (whether 
union  or  open  shop)  must  comply  witn  the  local  union  work  rules  for  each  trade 
where  the  prevailing  rate  is  set  at  the  union  rate,  forcing  them  to  alter  the  division 
of  labor  at  any  given  job  site. 

For  example,  in  one  county  it  may  be  perfectly  acceptable  to  task  masons  with 
building  the  wooden  forms  used  to  pour  cement,  while  in  another  the  local  union 
work  rules  only  permit  carpenters  to  perform  this  function.  Highway  construction 
projects  oflen  present  the  added  complication  of  crossing  county,  even  state  lines — 
a  nightmare  for  contractors  and  state  highway  departments  trying  to  sort  out  the 
impact  of  Davis-Bacon. 

The  most  significant  problem  caused  by  forcing  contractors  to  comply  with  local 
union  work  rules  is  that  these  rules  oflen  preclude  all  but  skilled  journeymen  from 
performing  tasks  routinely  done  by  semi-skilled  helpers  in  private  construction.In 

f)rotecting  union  jobs,  these  work  rules  deny  economic  opportunity  to  thousands  of 
ower  wage  workers — including  minorities  and  women — and  yield  the  costliest  out- 
come for  taxpayers.  In  that  regard,  we  could  go  along  way  toward  addressing  this 
groblem  by  ending  the  moratorium  on  issuance  of  the  Department  of  Labor's  Davis- 
aeon  helper  rules. 

In  summary,  we  can  and  must  do  better.  If  any  one  of  us  here  were  to  contract 
to  have  a  house  built,  we  would  want  to  obtain  the  most  value  for  our  money.  And 
a  vigorous,  competitive  private  construction  market  would  help  attain  that  goal.  So, 
why  then,  do  we  tolerate  anything  less  than  full  and  open  competition  when  it 
comes  to  spending  taxpayer  funds  for  important  federal  initiatives — such  as  the  con- 
struction of  bridges,  roads,  dams,  court  houses,  or  even  the  clean-up  of  hazardous 
waste  dump  sites.  Should  we  not  rely  upon  competition  to  protect  the  public  inter- 
est, just  as  we  would  our  own  interests?  I  urge  you  to  approve  S.  141  expeditiously 
to  give  taxpayers  the  value  they  deserve.  Again,  thank  you  for  giving  me  this  oppor- 
tunity to  testify  in  support  of  repealing  the  Davis-Bacon  Act. 
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Appendix  A 

Environment  &  Public  Works  Committee 

Fiscal    1994   Program   Outlays 
Subject  to   Davis-Bacon 


Federal  Highways 
GSA  Public  Buildings 
Army  Corps  of  Engineers 
Superfund 
Clean  Water  Act 
total 


$19.5  billion 
$1.17  billion 
$2.30  billion 
$425  million 
£1.97  billion 
$25.36  billion 


3.7%   CBO   Savings 

$721  million 
$43.3  million 
$85.1  million 
$15.7  million 
*$72.3  million 
$865.1    million 


The    Congressional    Budget    Office's    3.7%    inflation    factor    for    Davis- 
Bacon    assumes    continuation    of   the   current    moratorium    on    issuance    of 
Department    of    Labor    helper    regulations. 

•Clean    Water   Act    funds   would    have   to    be   excluded    from   the   total 
since    the    authority    to    apply    Davis-Bacon    lapsed    in    1994. 
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Senator  Jeffords.  Thank  you  very  much,  Senator,  It  is  a  pleas- 
ure to  have  you  with  us,  and  we  look  upon  your  expertise  as  being 
very  helpful  in  this  situation. 

I  would  ask  you,  did  they  make  any  breakdown  on  the  impact  of 
the  various  aspects  of  Davis-Bacon — in  other  words,  how  much  of 
that  increased  cost  was  due  to  the  helper  regs  rather  than  the  pre- 
vailing wage? 

Senator  Chafee.  I  do  not  have  that  breakdown,  Mr.  Chairman, 
no.  Perhaps  they  do,  but  I  do  not  have  it. 

Senator  Jeffords.  Thank  you. 

Senator  Simon. 

Senator  Simon.  I  have  no  questions. 

Senator  Jeffords.  Questions? 

Senator  Kennedy.  I  have  no  questions. 

Senator  Mikulski.  I  have  no  questions,  but  I  would  ask  unani- 
mous consent  that  my  opening  statement  be  included  in  the  record. 

Senator  Jeffords.  Without  objection. 

Thank  you  very  much.  Senator.  We  deeply  appreciate  your  testi- 
mony. This  is  a  difficult  area,  and  none  of  us  like  to  see  that  we 
have  to  impact  wages  and  so  on,  but  we  also  know  that,  as  you 
pointed  out  very  well,  we  are  under  very  serious  budgetary  pres- 
sures, and  if  we  can  do  another  billion  dollars  worth  of  work  with- 
out doing  any  serious  damage  to  the  wage  scale,  certainly  that  is 
helpful  in  the  areas  where  you  are  concerned,  especially. 

Senator  Chafee.  Mr.  Chairman,  I  would  show  you  and  the  mem- 
bers of  the  committee  this  manual,  which  is  put  out  by  the  Depart- 
ment of  Labor  to  comply  with  Davis-Bacon. 

Thank  you  very  much. 

Senator  Jeffords.  Thank  you  very  much,  Senator. 

Senator  Frist? 

Senator  Frist.  Thank  you. 

I,  too,  thank  the  witnesses  for  being  here  today  and  for  their  ex- 
cellent testimony.  I  am  very  interested  in  any  actions  that  we 
might  take  to  increase  job  opportunities  for  our  people. 

I  would  just  ask  that  my  opening  statement  be  placed  in  the 
record. 

Senator  Jeffords.  Without  objection. 

Senator  FRIST.  Let  me  ask  each  of  you  a  very  straightforward 
questions,  and  I  would  like  each  of  you  to  take  a  minute  or  so  to 
answer  it. 

If  Davis-Bacon  were  to  be  repealed,  what  would  be  the  con- 
sequences to  you  in  your  particular  situation?  I  know  we  have 
talked  the  larger  picture  and  used  some  larger  figures  and  larger 
data,  and  implications  on  the  marketplace  and  so  on.  But  specifi- 
cally, if  it  were  repealed,  how  would  it  affect  your  operations? 

Mr.  Boehue.  The  repeal  of  the  Act  in  my  local  situation  would 
make  very,  very  little  difference.  The  biggest  single  impact  that  I 
suppose  we  are  looking  for  in  this  situation  is  that,  typically,  some 
of  the  State  Davis-Bacon  Acts  are  extremely  costly  to  local  school 
districts,  and  we  would  hope  that  if  the  Federal  Government  and 
Congress  exercised  their  leadership  in  repealing  this  Act,  that 
many  of  those  States  would  follow  that  leadership  approach  and  re- 
peal their  acts  in  their  States,  and  that  would  have  a  very  bene- 
ficial effect  on  local  school  districts. 
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Senator  Frist.  Mr.  Hess? 

Mr.  Hess.  Senator,  besides  the  administrative  burden,  which 
would  be  simpHfied  for  all  contractors,  it  is  really  a  fairness  issue. 
I  mean,  why  should  you  have  a  two-tier  labor  structure  in  any  com- 
pany? And  market  forces  are  what  determine  what  wages  are  paid 
anyway,  so  it  is  not  an  issue  of  a  whole  segment  of  society  out 
there  earning  a  lower  wage.  Eventually,  the  wage  is  going  to  be  de- 
termined by  the  need,  and  right  now  there  is  a  need.  A^ain,  con- 
struction nationwide  is  on  the  rise,  and  there  is  a  need  for  con- 
struction workers,  and  there  are  many  areas  that  cannot  find  con- 
struction workers.  That  is  the  economic  factor  that  is  driving 
wages,  certainly  not  Davis-Bacon. 

Senator  Frist.  In  your  testimony,  you  talked  about  the  mini 
Davis-Bacon  Acts  as  well.  Would  repeal  at  the  Federal  level  have 
an  effect  on  them? 

Mr.  Hess.  I  think  it  would  have  a  big  effect  on  a  lot  of  the  States. 
As  I  mentioned  before,  Senator  Mikulski's  State  of  Maryland  has 
a  much  more  severe,  restrictive  Davis-Bacon  requirement  than  the 
Federal  requirement.  I  think  when  the  local  jurisdictions  start  to 
look  and  see  what  the  Federal  Government  is  doing,  they  will  have 
to  open  their  eyes  and  decide — first  off,  when  they  saw  what  the 
Federal  Government  did  in  the  first  place,  I  think  when  the  Fed- 
eral Government  repeals  Davis-Bacon,  the  local  governments  will 
end  up  doing  the  same  thing,  and  eventually,  all  States  will. 

Senator  Frist.  And  Mr.  Butler,  in  your  testimony,  you  talked 
about  broad  issues  as  well.  But  for  your  particular  business,  what 
would  repeal  mean? 

Mr.  BUTIJER.  Well,  that  one  is  pretty  simple.  I  could  answer  that 
one  real  simply,  but  I  would  like  to  address  a  few  things. 

It  is  not  my  experience  that  the  construction  market  is  up.  It  is 
slightly,  but  it  is  not  significantly,  in  my  opinion.  That  is  not  my 
experience. 

Senator  Frist.  Let  me  ask  you  one  thing  about  that.  You  also 
said  that  the  market  is  artificially  deflated. 

Mr.  Butler.  Absolutely. 

Senator  Frist.  What  do  you  mean  by  that? 

Mr.  Butler.  When  you  say  the  construction  market  is  deflated — 
if  you  say  it  is  okay  to  pay  workers — well,  let  me  back  up.  If  you 
say  you  cannot  afford  to  pay  a  worker  $17  per  hour,  I  maintain 
that  in  the  bids  that  I  put  in,  I  can  afford  to  pay  those  people  $17 
an  hour.  There  is  enough  profit  for  me.  So  that  is  basically  what 
I  mean.  When  you  look  at  all  the  other  costs,  the  cost  of  materials 
and  so  on — basically,  I  can  be  very  blunt  about  it — I  think  that  peo- 
ple have  a  problem  with  this  because  they  want  more  profit.  I 
think  they  are  being  greedy.  That  is  the  simplest  way  I  can  put  it. 

How  would  it  affect  me?  I  am  already  losing  2  days  off  of  a  job 
right  now,  but  if  I  am  not  here  now,  and  if  you  repeal  this,  it  will 
not  matter  because  I  probably  will  not  be  in  business.  That  is  how 
it  will  affect  me.  That  is  the  long  and  short  of  it. 

Senator  Frist.  So  if  it  is  repealed,  then  you  go  out  of  business. 
Why  do  you  go  out  of  business? 

Mr.  Butler.  Well,  I  can  do  private  jobs  still,  but  within  my  par- 
ticular trade,  all  of  our  people  are  trained  for  at  least  two  crafts; 
they  are  almost  all  welders,  and  they  happen  to  be  divers,  too. 
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When  things  get  slow,  as  they  have  been  for  the  past  3  months,  we 
put  our  crew  to  work  on  bridge  work  or  on  the  subway.  Now,  if 
they  are  on  the  subway,  and  they  are  on  the  bridge,  and  they  are 
welding  or  whatever,  and  this  is  a  union  job,  and  then  I  get  a  call 
to  do  some  work,  and  it  is  a  private  job — or  it  could  even  be  a 
Davis-Bacon  job — I  cannot  just  go  out  there  and  snatch  them  back. 

We  have  a  hard  time  keeping  people,  and  our  people  as  well  as 
most  construction  people  have  to  travel  quite  a  bit.  Now,  if  the  U.S. 
Senate  and  the  U.S.  Congress  have  a  hard  time  maintaining  two 
homes,  you  can  imagine  what  it  is  like  for  the  construction  worker 
travelling. 

Senator  Frist.  How  much  private  sector  work  do  you  do,  percent- 
age-wise? 

Mr.  Butler.  Our  private  sector  work  is  about  70  percent,  cur- 
rently. Our  largest  Davis-Bacon  work  is  usually  for  the  Port  Au- 
thority of  New  York  and  New  Jersey,  because  we  do  a  lot  of  power 
plant  work,  PEPCO,  BG&E— well,  we  lost  that  contract,  actually, 
because  somebody  underbid  us — power  plants  do  not  come  under 
Davis-Bacon,  not  unless  it  is  owned  by  the  city  or  something,  but 
ordinarily  power  plants  do  not  come  under  Davis-Bacon. 

Senator  Frist.  OK  Thank  you. 

Senator  Jeffords.  Thank  you. 

Senator  Kennedy? 

Senator  Kennedy.  Thank  you  very  much,  Mr.  Chairman.  I  join 
in  wishing  our  chairperson.  Senator  Kassebaum,  a  speedy  recovery. 

I  also  want  to  thank  all  of  our  witnesses  for  coming.  I  have  a  dif- 
ferent position  than  some,  because  I  am  a  strong  supporter  of 
Davis-Bacon.  I  think  this  hearing  is  important  because  on  the  one 
hand,  we  are  hearing  recommendations  for  abandonment  of  Davis- 
Bacon,  but  on  the  other  hand,  I  think  from  many  of  the  issues  that 
have  been  talked  about  here  and  suggestions  that  have  been  made, 
that  some  adjustments  and  some  changes  may  be  needed.  I  fall  into 
the  latter  category,  and  I  would  hope  that  over  the  period  of  time 
we  could  address  some  of  those  issues. 

Senator  Chafee  held  up  a  long  file  of  different  rules  and  regula- 
tions; I  do  not  know  whether  they  were  developed  during  the  pre- 
vious Republican  administration  or  not,  but  nonetheless,  I  would 
like  to  see  them  simplified. 

I  would  like  to  include  a  statement  fi-om  the  Contractors'  Coali- 
tion for  Davis-Bacon,  Mr.  Chairman,  which  includes  many  of  the 
major  construction  companies — Bechtel  Corporation,  J.A.  Jones 
Corporation — who  are  for  changes  in  Davis-Bacon,  but  as  they 
point  out,  reform  yes,  repeal  no. 

[The  prepared  statement  wth  attachments  follows:] 

Prepared  Statement  of  Terry  G.  Bumpers  on  Behalf  of 
The  Contractors'  Coalh'ion  for  Davis-Bacon 

I  have  been  authorized  by  representatives  of  over  14,000  contractors  who  make 
up  the  Contractors'  CoaHtion  for  Davis-Bacon  ("Reform  Yes — Repeal  No")  to  advise 
this  subcommittee  and  the  other  members  of  Congress  that  we  are  opposed  to  repeal 
of  the  Davis-Bacon  Act.  The  Coalition's  membership,  which  continues  to  grow,  con- 
sists of  a  broad  spectrum  of  contractors-large  and  small,  national  and  local,  union 
and  non-union — building  a  wide  range  of  projects,  both  government  and  privately- 
funded.  We  believe  our  Coalition  truly  represents  the  industry's  position  on  the 
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Davis-Bacon  Act.  We  are  enclosing  with  this  statement  a  listing  of  the  members  of 
this  Coalition. 

The  financial  viability  of  the  members  of  the  Coalition  depends  on  a  thriving  con- 
struction industry,  based  on  healthy,  fair  competition.  The  Davis-Bacon  Act,  by  re- 
quiring contractors  on  Federal  construction  projects  to  pay  no  less  than  the  local 
prevailing  wages,  prevents  serious  economic  disruptions  in  those  wage  rates  caused 
by  the  influx  of  Federal  construction  dollars,  and  thereby  ensures  open  and  fair 
competition  based  on  productivity  and  costs  of  supply  (other  than  labor).  Contrary 
to  the  assertions  of  those  in  favor  of  repeal,  those  oi  us  who  work  everyday  in  the 
construction  industry  know  that  repeal  of  the  Davis-Bacon  Act  would  only  serve  to 
drive  down  wages  (and  with  it  the  quality  and  productivity  of  workers),  but  would 
not  decrease  costs.  Our  contractors  who  bid  on  prevailing  wage  construction  projects 
know  that  productivity  is  the  major  factor  in  determining  labor  costs  and  not  the 
hourly  wage  rates.  To  verify  this  fact  you  need  only  to  ask  one  of  our  members'  esti- 
mators. 

In  this  statement,  we  will  present  the  Coalition's  view  on  the  day-to-day  applica- 
tion of  the  Davis-Bacon  Act  as  it  affects  our  contractors.  While  the  Coalition  recog- 
nizes and  supports  the  need  for  reform  of  the  Davis-Bacon  Act,  outright  repeal  of 
the  Act  will  have  devastating  effects  on  contractors,  on  local  economies,  on  the  qual- 
ity of  Federal  construction  projects,  and  will  not  reduce  the  costs  of  federally-fi- 
nanced construction.  In  fact,  repeal  of  the  Act  might  very  well  increase  construction 
costs  as  well  as  have  detrimental  impacts  on  other  government  programs,  and  on 
State  and  local  budgets. 

There  is  no  question  that  Federal  construction  dollars  play  a  significant  role  in 
the  construction  industry.  History  will  show  that  the  Federal  (Government  has  stud- 
ied the  impact  of  construction  spending  on  local  labor  supply  and  demand  to  pro- 
hibit government  policies  from  causing  wage  rate  fluctuations  and  manpower  short- 
ages. 

Those  dollars  build  this  country's  roads,  dams,  bridges,  and  other  vital  parts  of 
the  Nation's  infrastructure.  In  the  bidding  process,  with  the  Davis-Bacon  Act  in 
place,  all  components  of  construction  costs  are  based  on  supply  and  demand,  and 
not  based  on  the  lowest  possible  wage  rates.  In  short  the  Davis-Bacon  Act  stabilizes 
labor  costs. 

Over  the  years  opponents  of  the  Davis-Bacon  Act  repeatedly  have  bombarded  the 
media  and  the  general  public  with  misinformation  about  how  much  the  Davis-Bacon 
Act  costs  the  Federal  Gtovernment.  Anyone  who  has  read  these  cost  estimates  must 
ask  the  question — Why  are  these  estimates  so  varied  and  why  are  there  no  studies 
to  substantiate  the  cost  claims?  Some  examples  of  the  recent  cost  estimates  are  as 
follows: 

1993 — Senator  Trent  Lott  (R-MS),  in  proposing  "painless"  budget  cuts,  stated  that 
the  government  could  save  $6.2  billion  by  repealing  the  Davis-Bacon  Act  (Washing- 
ton Post,  3/7/93). 

January  18,  1993 — The  Cato  Institute  writes  that  "Davis-Bacon  costs  the  Federal 
(jrovemment  billions  every  year." 

March  22,  1993 — Senator  Larry  Craig  (R-ID)  introduces  legislation  calling  for  re- 
peal of  the  Davis-Bacon  Act  because  it  would  "reduce  the  Federal  deficit  by  $3.29 
billion  in  fiscal  years  1994-98. 

October  29,  1994 — Federal  Reserve  Board  (}ovemor  Lawrence  Lindsey  told  a 
housing  conference  in  Detroit  that  eliminating  the  Davis-Bacon  Act  would  reduce  a 
30-year  mortgage  by  a  full  percentage  point  and  that  it  amounted  to  an  inner-city 
tax  of  between  5  percent  and  10  percent.  When  questioned,  Mr.  Lindsey  produced 
a  copy  of  the  1983  CBO  study  entitled,  "Modifying  the  Davis-Bacon  Act:  Implica- 
tions for  the  Labor  Market  and  the  Federal  Budget,"  which  does  nothing  to  support 
his  statement. 

January  5,  1995 — (George  F.  Will  in  the  Washington  Post  stated,  "repeal  of  Davis- 
Bacon  would  save  the  taxpayers  about  $1  billion  on  construction  costs  and  $100  mil- 
lion in  administrative  costs  annually.  Construction  companies  would  save  $190  mil- 
lion in  compliance  costs     .     .     ." 

February  8,  1995 — In  prepared  testimony  before  the  House  Committee  on  Trans- 
portation's Subcommittee  on  Surface  Transportation,  Wayne  Shackelford,  Commis- 
sioner of  the  Georgia  Department  of  Transportation  Officials,  claimed  that  in  Iowa 
(according  to  Iowa  DOT)  the  Davis-Bacon  Act  raises  overall  project  costs  between 
2  and  5  percent  (or  $5-$  10  million  annually). 

Much  of  the  current  costs  savings  estimates  that  are  used  by  opponents  of  the 
Act  are  based  on  the  1983  Congressional  Budget  Office  study  mentioned  previously, 
which  has  been  thoroughly  discredited  both  inside  and  outside  of  the  government, 
primarily  because  the  CB(J  failed  to  use  proper  cost-benefit  analysis  techniques  and, 
in  particular,  failed  to  take  into  account  cost  ofTsets  such  as  productivity. 
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After  viewing  these  various  cost  estimates  which  have  no  statistical  basis  a  logical 
person  should  conclude  that  accurate  cost  estimates  are  nowhere  to  be  found.  Fur- 
ther, one  would  wonder  why  logical  persons  continue  to  state  and  print  these  cost 
estimates  when  they  know  they  cannot  be  proven.  We  suspect  it  is  because  they  are 
operating  on  the  premise:  "don't  confuse  me  with  the  facts,  my  mind  is  made  up." 

Anyone  in  the  construction  industry  knows  that  increases  and  decreases  in  wage 
rates  are  not  directly  correlated  to  total  construction  costs  unless  other  factors  such 
as  productivity  are  taken  into  consideration. 

The  National  Alliance  for  Fair  Contracting  and  our  Contractors'  Coalition  for 
Davis-Bacon  commissioned  a  study  entitled  "Wages,  Productivity,  and  Highway 
Construction  Costs"  to  determine  if  there  is  a  correlation  between  wages  and  pro- 
ductivity and  the  resulting  construction  costs.  Using  data  routinely  compiled  by  the 
Federal  Highway  Administration  (FHWA)  the  study  covered  a  14-year  period  be- 
tween 1980-1993  and  is  the  only  data  that  has  been  consistently  accumulated  over 
a  sustained  period  on  a  nationwide  basis. 

While  the  entire  study  will  be  made  available  to  any  interested  party,  here  are 
some  of  the  results: 

Twenty-six  States  representing  78  percent  of  total  construction  dollar  volume 
when  divided  between  13  "low  wage  States"  and  13  "high  wage  States  showed  that 
true  cost  to  build  a  mile  of  highway  was  $1,017,992  in  the  hi^  wage  States,  versus 
$1,141,049  in  "low  wage"  States.  The  average  wage  rate  in  the  high  wage  states  was 
$17.65/hr.  versus  $9.76/hr.  in  the  low  wage  States.  This  proves  that  highway  con- 
struction costs  in  these  26  States  are  comparable  in  spite  of  the  huge  wage  rate  dis- 
parity. 

The  high  wage  States  completed  a  mile  of  highway  with  40  percent  fewer  labor 
hours  than  the  low  wage  States. 

High  wage  States  produced  roadbed  and  bridges  for  10.7  percent  less  cost  even 
though  they  paid  an  average  wage  package  81  percent  greater. 

In  order  to  verify  the  validity  of  the  FHWA  statistics  and  our  calculations,  we  re- 
quested Robert  Gasperow  of  the  Construction  Labor  Research  Council  to  review  the 
study  and  its  conclusions.  Mr.  Gasperow  is  a  noted  and  respected  construction  in- 
dustry economist  who  provides  employers  with  various  industry  reports  and  statis- 
tics. 

In  Mr.  Gasperow's  analysis  of  the  data,  he  states,  'There  is  no  basis  for  the  con- 
tention that  lower  labor  rates  results  in  lower  highway  costs."  His  conclusion  of  the 
FHWA  data  is  that  it: 

"Indicates  that  there  is  no  basis  for  any  statements  which  advocate  lowering  hour- 
ly labor  costs  as  a  means  for  reducing  the  cost  of  highway  construction.  The  govern- 
ment figures  demonstrate  that  States  associated  with  higher  hourly  wages  have 
lower  labor  hours  per  mile  of  highway  and  overall  highway  costs  which  are  below 
those  of  lower  wage  States." 

Unlike  the  flawed  CBO  study,  the  FHWA  study  and  Mr.  Gasperow's  analysis  and 
conclusions  will  stand  the  test  of  validity  if  given  to  leading  economists  to  review. 
Thus,  the  opponents  of  the  Davis-Bacon  Act  are  wrong  in  their  assertions  that  its 
repeal  will  reduce  Federal  construction  costs. 

We  believe  everyone  agrees  that  one  result  of  the  Act's  repeal  is  that  actual  wage 
rates  will  go  down  in  some  jurisdictions.  Because  construction  is  a  highly  competi- 
tive, high  risk  business,  contractors  will  be  forced  to  estimate  at  what  wage  rate 
they  can  attract  a  skilled  workforce  to  build  their  projects.  Labor  rates  and  costs 
will  become  the  only  component  of  a  construction  project  that  will  be  an  unknown 
cost. 

In  their  quest  to  be  the  "lowest  responsible  bidder"  contractors  will  be  forced  to 
cut  labor  rates  to  the  point  that  they  cannot  attract  the  most  productive  workers. 
All  eontractors  generate  unit  cost  data  internally  so  that  estimators  may  accurately 
forecast  bid  costs  on  future  projects.  As  unit  costs  rise  due  to  increased  manhours, 
future  project  costs  will  increase  because  of  lower  productivity.  Our  members'  esti- 
mators use  different  productivity  factors  in  different  areas  of  the  country  based  on 
historic  experience. 

A  major  portion  of  our  industry  is  self  sufficient  in  that  it  does  not  rely  on  the 
government  for  training  funds,  health  care,  pension  funds,  or  any  other  government 
sponsored  program.  We  as  contractors  contribute  billions  of  dollars  per  year  to  pri- 
vately financed  and  operated  programs  that  benefit  our  industry  and  the  commu- 
nities in  which  we  build  your  projects. 

If  we  are  to  compete  in  bidding  government  projects  we  will  be  forced  to  dis- 
continue providing  training,  health  care,  and  pensions  to  our  workers  because  others 
in  our  industry  are  not  providing  any  such  programs.  What  is  the  impact  to  the  Fed- 
eral Government  when  it  must  take  over  training,  when  it  must  pay  for  indigent 
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health  care  of  our  workers,  when  the  Pension  Benefit  Guaranty  Corp.  must  bail  out 
construction  pension  plans. 

Training  contributions  made  by  our  contractors  will  be  one  of  the  first  items  to 
be  eliminated  as  the  total  wage  package  is  reduced.  This  will  have  the  effect  of  di- 
minishing or  eliminating  the  ability  of  private  sector  labor-management  funded  and 
operated  training  centers  to  properly  train  qualified  journeymen  and  apprentices. 
This  effort  is  unique  in  as  much  as  it  is  not  replicated  in  academic  or  the  open  shop 
segment  of  the  industry  with  any  recognized  validity  and  it  does  not  cost  the  tax- 
payers. 

Just  as  no  one  knows  how  low  contractors  will  cut  wage  rates,  no  one  knows  how 
much  of  a  cost  shift  will  occur  to  the  Federal  Government  to  replace  current  private 
programs.  One  thing  is  sure,  wage  rates  will  go  down,  tax  revenues  will  go  down, 
and  cost  shifts  will  occur.  All  will  effect  the  budget  of  the  Federal  Government. 

The  Davis-Bacon  Act  has  served  our  industry  for  years  by  providing  stability  in 
the  Federal  Government's  construction  spending  policies.  The  Act  is  just  as  viable 
today  as  it  was  when  it  was  enacted  for  all  the  same  rationale  that  went  into  its 
passage. 

Contrary  to  the  proponents,  it  is  not  as  simple  as  reducing  wage  rates  which  they 
claim  will  reduce  construction  costs,  but  has  far  reaching  implications  for  our  indus- 
try, other  Federal  programs,  tate  governments,  local  economies,  and,  most  impor- 
tantly, the  taxpayers  wno  ultimately  pay  for  your  decisions. 

Our  contractors'  Coalition  for  the  Davis-Bacon  Act  believes  that  the  Act  should 
be  reformed  in  many  areas.  It  is  our  sincere  hope  that  you  consider  our  testimony 
in  your  deliberations,  and  that  you  do  not  rush  to  repeal  the  Act  without  considering 
other  economic  impacts  it  will  have  on  government  programs  and  without  giving  us 
(as  a  major  affected  part  of  the  construction  industry)  an  opportunity  to  present  our 
views  on  specific  reforms. 

Thank  you  for  your  consideration. 
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CONTRACTORS  AGAINST  DAVIS-BACON  REPEAL 


Raytheon  Constructors,  Inc. 
160  Chubb  Avenue,  3rd  Floor 
Lyndhurst,  NJ  07071 
(201)460-5911 
(201)460-5938 

Dutra  Construction  Company,  Inc. 

P.O.  Box  337 

Rjo  Vista,  CA  94571 

(707)  374-6339 

(707)374-5213  FAX 


CONTACT:     Gus  Demarco 
DATE:  1/I2y95 


CONTACT:     Bob  Clark 
DATE:  1/6/95 


Fletcher  General 
P.O.  Box  24506 
Seattle.  WA  98124 
(206)  368-6300 
(206)368-6318  FAX 


CONTACT:     Alan  Larson 
DATE:  1/5/95 


J.  A.  Jones  Construction 
J  A.  Jones  Drive 
Charlotte,  NC  28287 
(704^  553-3473 
(704)  553-3344  FAX 


CONTACT.     Nick  Theisen 
DATE:  1/10/95 


Bechtel  Construction  Company 
9801  Washingtonian  Blvd. 
Gaithersburg,  MD  20878 
(301)417-4532 
(301)330-5627  FAX 


CONTACT:     John  Brock 
DATE:  1/13/95 


Edward  Kraemer  &  Sons 
One  Plainview  Road 
Plam,  WI  53577 
(608)546-2311 
(608)546-2518  FAX 


CONTACT.     Dennis  Pfeil 
DATE.  1/13/95 


Dillingham  Construction  Inc. 
P  O  Box  1089 
Pleasanton,  CA  94566 
(510)847-7098 
(510)463-0559  FAX 


CONTACT      Ken  Perry 
DATE.  1/13/95 
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Atkinson  Constmction  Company 
1 100  Grundy  Lane 
San  Bruno,  CA  94066 
(415)876-1193 
(415)876-1236  FAX 


CONTACT;     Greg  Govan 
DATE:  1/10/95 


John  A.  Anukovich  &  Son 
1 190  W.  Gladstone  Street 
Azusa,  CA  91702 
(818)969-3447 
(818)334-7310  FAX 


CONTACT:     Dan  McCormack 
DATE;  1/19/95 


Ameico  Electric 
192088  Vermont  Avenue 
Gardena,  CA    90248 
(310)327-3070 
(310)527-7284  FAX 


CONTACT:     Reuben  Hughes 

DATE;  1/19/95 


Brutoco  Engineenng  &  Construction 
PC  Box  429 
Fontana,  CA  92334 
(909)350-3535 
(909)350-9049  FAX 


CONTACT:     Mike  King 
DATE:  1/19/95 


K.L.  Neff  Construction 
PO.  Box  1488 
Ontano,  CA  91761 
(909)  947-3768 
(909)947-3823   F.\X 


CONTACT:      Kevin  Neff 

DATE;  1/20/95 


Rov  E.  Ladd,  Inc. 
PO  Box  992750 
Reading,  CA  96099-2750 
(916)  241-6102 
(916)  241-5492  FAX 


CONTACT;     Craig  Wiseman 
DATE;  1/20/95 


Berr.-  Construction 
1921  W  11th  Street 
r[?iand.  CA  91786 
(O09U?85-"661 
(909)985-0849  F.AX 


CONTACT;     Craig  Berry 
DATE:  1/20/95 


J  R,  Filanc  Constmction 
J626  Nonh  Avenue 
Oceanside.  CA  92056 
(619)941-7130 
(619)941-3969  F.AX 


CONTACT;     Gabnll  Rico 
DATE;  1/19/95 
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American  Bridge 
3  Gateway  Center,  Siiii 
Pittsburgh,  PA   15222 
(412)391-4950 
(412)  562-4401   FAX 


CONTACT:     Chuck  Hardt 
DATE:  1/20/95 


17) 


K.E.C.  Company 
P.O.  Box  909 
Corona,  C A  91720 
(909)734-3010 
(909)  734-7987  FAX 


CONTACT:     Matt  Card 
DATE:  1/20/95 


18)       Bangen  Brothers 
8510  Eager  Road 
St.  Louis,  MO  63144 
(319)968-1414 
(314)968-0723  FAX 


CONTACT:     Robert  S.  Stubbs 
DATE:  1/20/95 


19)       Arrow  Road  Construction 
340!  Bussey  Road 
Mt.  Prospect,  EL  60056 
(708)  437-0700 
(708)437-0779  FAX 


CONTACT:     John  HeaJy 

DATE:  1/20/95 


20)       3or-Son  Construction,  Inc. 
P.O.  Box  1611 
Minneapolis,  MN  55440 
(612)854-8444 
(612)854-8910  FAX 


CONTACT:     Ray  Schwartz 
DATE;  1/20/95 


21 )       James  Cape  &  Sons  Company 
P.O.  Box  1315 
Racine,  WI  53401 
(414)639-2552 
(414)639-5055  FAX 


CONTACT:     Bill  Cape 
DATE:  1/20/95 


:2) 


Scott  Company  of  California 
14920  S  San  Pedro 
Gardcna,  CA  90247 
GIG)  538-4200 
(310)  217-1109  FAX 


CONTACT      Hank  Blanco 
DATE:  1/23/95 


;)        Ball,  Ball  &  Brosamer 
PO  Box  1007 
DanMlle.  CA  -?4326 
(510)837-0231 
(510)837-0925  F.AX 


CONTACT      .Mariano  Gonzalez 
D.ATE:  1/23/95 
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24)  Midwest  Foundation  Corporation 
P.O.  Box  1207 

Tremont,  IL  61568 
(309)925-2831 
(309)925-5454  FAX 

25)  Shappert  Engineering 
P.O.  Box  5206 
Rockford,  IL  61108 
(815)226-0800 
(815)226-0806  FAX 

26)  Crider  &  Crider  Excavation 
1900  Liberty  Drive 
Bloomington,  IN  47403 
(812)336-4452 
(812)333-1434  FAX 


CONTACT:     Jerry  Green 
DATE;  1/23/95 


CONTACT:     Frank  Shappen 
DATE:  1/23/95 


CONTACT:     Steve  Coder 
DATE:  1/23/95 


27) 


Hagerman  Construction 
P.O.  Box  10690 
Ft.  Wayne,  IN  46853 
(219)424-1470 
(219)422-3129  FAX 


CONTACT:     Mike  Koch 
DATE:  1/23/95 


Ai  Johnson  Construction 
3209  West  76th  Street 
Minneapolis,  MN  55435 
(612)831-8151 
(612)893-9215  FAX 


CONTACT:     Doug  Johnson 

DATE:  1/23/95 


29)       Frank  L.  Cimineili  Construction  Co  ,  Inc. 
The  Cyciorama  Building 
369  Franklin  Street 
ButTalo,  NY   14202 
(716)855-1200 
(716)854-6655  FAX 


CONTACT:     Louis  P.  Cimineili 
DATE:  1/24/95 


30)       Eastern  Slreel  Construction, 
:813  Belair  Road 
Faliston.  MD  21047 
(410)  893-0580 
(410)893-3988  F.-VX 


CONTACT:     Judy  Straiebinger 

DATE:  1/24/95 


Joseph  B.  Fay  Compan* 
PO  Box  11351 
Pittsburgh,  PA   15238 
^412)  963-1870 
(412)963-7968  FAX 


CONTACT:     Shawn  Fay 
DATE.  1/25/95 
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32)       Kiewit  Constmction  Company,  Inc 
1000  Kiewit  Plaza 
Omaha.  NE  68131 
(402)271-2864 
(402)271-2830  FAX 


CONTACT:     Glenn  Summers 
DATE:  1/30/95 


33) 


Max  J.  Kuney  Company 
1 20  Nonh  Ralph  Street 
Spokane,  WA  99202-0008 
(206)  564-0743 
(509)  534-6828  FAX 


CONTACT:     Monty  Geiger 
DATE:  1/30/95 


34)       Excavating  and  Petroleum  Tank  Removal 
P.O.  Box  847 

Carbondale,  IL  62903-0847 
(618)  457-2288  or  (618)  529-2416 
(618)457-7190  FAX 


CONTACT      Kevm  Wheetley 
DATE.  1/30/95 


35)       Allison  Park  Contractors,  Inc. 
3401  Felicity  .\ venue 
Allison  Park,  PA  15101 
(412)487-2133 
(412)487-3973   FAX 


CONTACT:     Frank  Zottola 
DATE:  1/27/95 


Sotis  Company,  Inc. 

554  Bocktown-Cork  Road 

RD#2 

Clinton,  PA  15026 

(412)378-2670 

(412)378-3719  ¥.^X 


CONTACT:     William  J.  Sotis,  Jr. 


Burns  Construction  Company 

J I  5  Moorestown-Mount  Laurel  Road 

Mount  Laurel,  NJ  08054 

(609)  234-8435 

(609)234-3093   F.AX 


CONTACT      Thomas  H,  Parkinson 
DATE  1/24/95 


;8)       Grace  tndustnes.  Inc. 
151-45  Sixth  Road 
Whitestone,  NY  1135 
(718)767-9000 
(718)  "67-3479  F.AX 


CONTACT      Richard  A.  Grace 
DATE.  2/3/95 


39)       .ABB  C-E  Services.  Inc. 
1000  Prospect  Hill  Road 
Windsor.  CT  06095 
(203)285-9654 


CONTACT      H  Keith  Dean 
D.ATE.  :.'6/95 
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L.J  Keefe  Company 

704  West  Central  Road 

Mt.  Prospect.  [L  60056-2339 

(708)  ill-ll\S 

(708)  577-3620  ?AX^ 


CONTACT:     Lawrence  J.  Keefe,  Sr. 
DATE:  2/7/95 


41) 


Ashco  Contracting  Inc. 
Box  599  Hernck  Road 
Delanson,  NY  12053 
(518)875-6014 
(518)875-6016  FAX 


CONTACT:     Lou  Aslibum 
DATE:  2/8/95 


42) 


Clipper  Steel 

6660  Hunter  Road,  Suite  202 

Elk  Ridge,  MD  21227 

(410)799-1277 


CONTACT:     Ed  Wyaii 
DATE:  2/8/95 


43)       Gallo  Rebar 

516  Shady  Glen  Drive 
Capitol  Heights,  MD  20743 
(301)499-3142 


CONTACT:     Chauncy  Galloway 
DATE:  2/8/95 


44)       Genesis  Steel  Service,  I 
5809  Winner  Avenue 
Baltimore.  MD  21215 
(301)787-0818 


CONTACT:     Jim  Ayersnian 
DATE:  2/8/95 


45)       Mid-Atlantic  Steel  Contractors, 
4253  Montgomery  Road 
Ellicott  City,  MD  21043 
(301)621-5373 
(410)750-8834  FAX 


CONTACT:     Regina  McManus 
DATE;  2/8/95 


46) 


SCC.I 

5418  Ludlow  Drive 
Temple  Hills,  MD  20748 
(301)  423-1862 


CONTACT:     Roben  .McLauchlin 
DATE:  2/8/95 


47) 


Sullivan  Steel  Ser\ice 
1330  Log  Cabin  Road 
Beaverdam,  VA  23015 
(703)448-2546 


CONTACT:     Ed  Sullivan 
DATE:  2/8/95 


Teinplc  Construction  Company 
I  1  20  (~onnecticut  Ave  ,  N  W  ,  Suite 
Washington.  DC  20036 
(202)  822-6600 


CONTACT 
DATE 


Dr.  Brown 
2/8/95 


49 


49)       VSL  Corporation 
S006  Haute  Court 
Springfield.  VA  22150 
(703)451-4300 


CONTACT;     Phil  Wilson 
DATE:  2/8/95 


50)       J.W  Wise  Reinf  Steel 
8307  Morningside  Drive 
Manassas,  VA  22111 
(703)791-5357 


CONTACT:     Joe  Wise 
DATE;  2/8/95 


51) 


Wood  Steel  Company,  Inc. 
PC.  Box  202 
BryansRoad,  NID  20616 
(301)283-0316 


CONTACT:     Kenny  Wood 
DATE:  2/8/95 


52)       HEC  Steel  Service,  Inc. 
213  Crabtree  Avenue 
Owensboro,  KY  42301 
(502)684-1996 


CONTACT:     Harold  Chorpenning 
DATE:  2/8/95 


53)       Vanessa  General  Building 
415  St.  Paul's  Blvd,  «06 
Norfolk,  VA  23510 
(804)  540-1440 


CONTACT.     Ishmael  Harps,  Sr. 
DATE;  2/8/95 


54)       L.O  S.T  Construction. 
P  O.  Box  240 
Louviers,  CO  30131 
(303)791-2864 


CONTACT:     Don  Angstadt 
DATE;  278/95 


;s) 


Nice  Construction,  Inc. 
555  Abbott  Drive 
Broomall,  PA  19008 
(215)544-9687 


CONTACT:     John  Grant 
DATE:  2/8/95 


56)       James  Buch  &  Sons 

10945  Johns  Hopkins  Road 
Laurel,  MD  20723 
(301)369-}500 


CONTACT      James  Buch,  Jr. 
DATE.  2/8/95 


Crane  Rental 
1601  \V  Sireet.  N  E, 
Wnshinuion,  DC  2001 
(202)  : 29-0 100 


CONTACT      Mr.  KorTman 
DATE:  2/8/95 
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58)       Hichman  Constmction 

5625  AJlentown  Road,  Suite  107 
Suitland,  MD  20746 
(301)899-8686 


CONTACT; 
DATE:  2^8/95 


59)  Mekco  Inc. 

14333  Laurel  Bowie  Road,  Suite  302 
Laurel,  MD  20708 
(410)978-9453 

60)  Lynn-Phill  Construction  Company 

7826  Eastern  Avenue,  N.W.,  Suite  #LL20 
Washington,  DC  20012 
(202)291-5874 


CONTACT:     Fred  Kakasik 
DATE:  2/8/95 


CONTACT:     Charles  Mathers 
DATE:  2/8/95 


61)       O'Connell  Construction,  Inc. 

1 7904  Georgia  Avenue,  Suite  302 
OIney,  MD  20832 


CONTACT:     Kenneth  O'Connell 
DATE:  2/8/95 


62) 


Macton  Construction,  Inc. 
2713  26th  Street,  NE. 
Washington,  DC  20018 
(202)832-3148 


CONTACT:     Robin  Saucier 
DATE:  2/8/95 


63) 


Banon  Contractors,  Inc. 

PC.  Box  458 

Highway  1 1 1 

South  Roxana,  IL  62087 

(618)254-7495 

(618)254-7477  FAX 


CONTACT:     Ed  Schuetz 
DATE:  2.'7/9S 


64)       Osiris  Enterprises 

2943  Brownsville  Road 
Pittsburgh,  PA   15227 
(■412)885-2292 
(412)  S85-3311    F.-\.X 


CONTACT:     .Anthony  F  Moscatiello 
DATE:  l'6/95 
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ASSOCIATIONS  AGAnVST  DAVfS-BACON  REPEAL 


AGC  of  California 

Collective  Bargaining  Committee 

1350  Treat  Blvd.,  Suite  450 

Walnut  Creek,  CA  94596 

(510)937-2422 

(510)937-0536  FAX 

(minus  San  Diego  chapter) 


CONTACT:     Tom  Holsman 
DATE:  1/10/95 

(800  members) 


Engineering  &  Utility  Contractors  Assoc. 
7041  Roll  Center  Parkway,  Suite  130 
Pleasanton,  CA  94566 
(510)846-9600 
(510)846-9669  F.AX 


CONTACT:     Mark  Breslin 
(100+  contractor  members) 


Construction  Employers  Association 
1990  N.  California  Blvd  .  Suite  300 
Walnut  Creek,  CA  94596 
(510)930-0014 
(510)930-9014  F.AX 


CONTACT:     \fike  Walton 
(85  contractors) 


4)         Heavy/Highway  Contractors  Assoc,  of  Iowa  CONTACT:     Dennis  Reed 
1900  Ingersoil  Avenue  DATE:  1/10/95 

Des  Moines,  lA  S0309  (25  members) 

(515)288-2135 
(515)  288-9477  FAX 


5)         Heavy  Constructors  Assoc,  of  the 
Greater  K.C.  Area 
3101  Broadway 
Broadway  Summit.  Suite  780 
Kansas  City,  MO  0411  1 
(816)753-6443 
(816)753-1239    FAX 


CONTACT:     Bill  Williams 
DATE;  1/17/95 

(145  total  members) 


6)         Master  Builders  Association  of  E  PA 
2270  Noblcsiown  Road 
Pittsburuh,  PA    15205 
I412)922-}Q12 
(412)922-3729   FAX 


CONTACT.     Jack  Ramage 
DATE:  1/19/95 

1,75  members) 


')         Iron  Workers  Employers  Association 
2270  Noblestown  Road 
Pittsburgh,  PA   15205 
(412)922-6855 


CONTACT-     Bill  Lighetti 
D.ATE:  1/19/95 

(190  members) 


52 


9)  Mechanical  Contractors  Association 
2270  Nobiestown  Road 
Pittsburgh,  PA   15205 
(412)683-3600 

10)  Laurel  Contractors  Association 
218  W  Main  Street 

P.O.  Box  563 
Ligonier.  PA   15856 
(412)238-5641 
(412)238-7975  FAX 


CONTACT:     Rege  K.  Davis 

DATE:  1/19/95 

(31  members) 


COhTTACT:     Charlie  Brightsman 
DATE:  1/19/95 

(87  members) 


Mason  Contractors  Association  of  W.  PA 
2400  Ardniorc  Blvd. 
Pittsburgh,  PA   15221 
(412)271-0420 


CONTACT:     Corky  Cost 
DATE:  1/19/95 

(13  members) 


Constructors  Association  of  W  PA 
1201  Banksville  Road 
Pittsburgh,  PA   15216 
(412)  343-8000 
(412)343-8005  FAJK 


CONTACT;     Ait  Prado 
DATE:  1/19/95 

(74  members) 


13)       General  Contractors  Association  of  Hawaii    CONTACT:     Walter  Janka 
1065  Ahua  Street  DATE:  1/19/95 

Honolulu.  HI  96819  (575  members) 

(808)833-1681 
(808)839-4167  FAX 
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.Association  Engineering  Construction 

Employers 
(13  5  University  .Avenue,  ^127 
Sacramento.  CA  95825 
(916)922-23:3 
(916)922-2906  FAX 


CONTACT;     Tim  Conway  (employer  a. 

DATE:  1/20/95 

(30  members) 


National  Electrical  Contractors 

Association  (NECA) 
Suite  1 100,  N'o.  3  Bethesda  Metro  Ctr. 
Qethcsda,  .MD  20814 
1301)657-3110 
(301):i5-:500  F.-VX 


CONTACT.     Gap.'  Higgins 

DATE.  l,:0/95 

(4  500  members,  120  chapters) 


L.ike  County  Contractors  Association 
1312  Washington  Street 
Waukeegan.  IL  o0085-5392 
(708)62'3-2345 
(708^023-4254   FAX 


CONT.ACT      Roben  .MacGmder 
DATE.  1/23/95 

;  158  members) 
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20) 


Coniraciors  Association  of  E.  PA 
1 500  Walnut  Street.  Suite  1105 
Pliiladelphia,  PA   19102 
(215)  546-4555 
(215)546-2259  FAX 

Underground  Contractors  Association 
3158  RjverRoad,  Suite  135 
DesPlaines,  IL  60018-4227 
(708) 299-6930 
(708)  827-6930  FAX 

West  Virginia  Heavy/  Highway 

Labor/Management  Council 
One  Monongalia  Street 
Charleston,  WV  25302 
(304)342-7141 

West  Virginia  Construction  Council 
One  Monongalia  Street 
Charleston,  WV  25302 
(304)342-7141 
(304)342-2610  FAX 


CONTACT:     John  Smith 
DATE:  1/24/9S 

(50  members) 


CONTACT:     Gary  Dowty 
DATE:  1/24/95 

(179  members) 


CONTACT:     Corky  Harvey 
DATE:  1/24/95 

(100  contractor  members) 


CONTACT:     Jim  Cerra 
DATE:  1/24/95 

(1100  members) 


Sheet  Metal  and  Ajr  Conditioning 

Contractors'  National  Association 
305  4th  Street,  N  E. 
Washington,  DC  20002 
(202)  547-8202 
(202)547-8810  FAX 


CONTACT:     Stan  Koibe 
DATE:  1/31/95 

(5000  members) 


Concrete  Contractors  Association 
730  N  Waukegan  Road,  Suite  1061 
Deertield,  IL  60015 
(708)  945-0505 
(708^945-0231 


CONTACT:     William  O.  Kinast 
DATE:  1/30/95 

(75  members) 


-3)       AGC  of  Indiana 

0000  Keystone  Crossing,  Suiic  S90 
Indianapolis.  IN  46240 
(317)348-9095 
(3i:)S48-97S2   FAX 


CONTACT.     Troy  Comer 
DATE.  2/1/95 

(83  members) 
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24)       Master  Builders'  Association,  Inc. 
Greater  Metropolitan  Washington, 
D.C.  Chapter,  AGC 
6120  Brandon  Avenue,  Suite  105 
Springfield,  VA  22150 
(703)644-2215 
(703)644-2217 


CONTACT;     Cherie  Pleasant 
DATE:  2/1/9S 

(43  members) 


25)       Construction  Contractors  Council 
AGC  Labor  Division 
6120  Brandon  Avenue,  Suite  105 
Springfield.  VA  22150 
(703)644-2215 
(703)644-2217 


CONTACT:     Cherie  Pleasant 
DATE.  2/1/95 

(33  members) 


26)       Constructors'  Labor  Council  of  West 
Virginia 
P.O.  Box  487 
Charleston,  WV  25322 
(304)342-6107  PHONE  &  FAX 


CONTACT;     Jonathan  S.  Deutsch 
DATE;  2/2/95 

(54  members) 


27)       Illinois  Valley  Contractors  Association 
1120  First  Street 
P.O  Box  411 
La  Salle,  EL  61301 
(815)223-0561 
(815)223-5908  FAX 


CONTACT;     Dennis  V  Dougherty 
DATE:  2/6/95 

(82  members) 


28)       .AGC  of  Ohio  -  Cleveland  Division 
Construction  Centre 
981  Keynote  Circle,  Suite  31 
Brooklyn  Heights,  OH  44131 
(216)398-9860 
(216)398-9801    F.AX 


CONTACT;     John  Porada 
DATE;  2/8/95 

(75  members) 


29)       Construction  Employers  .Association 
'^SOI  Keynote  Circle.  Suiie  31 
Brooklyn  Heights,  OH  -14131 
f216)39S-'^860 
(2 16)  398-0801   FAX- 


CONTACT:     John  Porada 
DATE:  2/8/95 

(105  raeiiibers) 


Building  Contractors  Association  of  NJ 

(Building  Chapter.  AGC) 

Raritan  Center 

Raritan  Plaza  II,  Fieldcrest  Avenue 

Kdison,  NJ  GS837 

(908)  225-2265 

(908^:25-3105  FA.\ 


CONTACT;     Jack  Kocsis,  Jr. 
DATE:  2/9/95 

(100  members) 
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WAGES,  PRODUCTIVITY& 
HIGHWAY  CONSTRUCTION  COSTS 


Prepared  by: 

National  Alliance  For  Fair  Contracting 

1 1  Massachusetts  Avenue.  N.W..  Suite  470 

Washington.  DC.    JOOOI 

Terry  G.  Bumpers,  Director 

(202)  842-2713 

(202)  842-4365  FAX 
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WAGES,  PRODUCTIVTTY, 

AND  HIGHWAY  CONSTRUCTION  COSTS 

PREFACE 

The  National  Alliance  for  Fair  Contracting  (NAPC)  and  its  14,000  member  Contractors' 
Coalition  for  Davis-Bacon  ("Reform  Yes  -  Repeal  No")  commissioned  an  analysis  of  the  costs  to 
build  a  mile  of  highway  utlizing  Federal  Highway  Admmistration  (FHWA)  data  to  ascertam  if  a 
correlation  exists  between  wages,  raanhours.  and  highway  construction  costs.  The  NAFC  requested 
the  analysis  using  the  FHWA  data  because  the  statistics  available  are  consistently  reponed  by  each 
itate  and  cover  a  sustained  period  of  time. 

The  data  covers  all  fifty  states  over  a  14-year  penod  fi-om  1980  -  1993  with  the  following; 
Total  Construction  Dollars  S    8".  1   billion 

Roadway  Miles  98.453 

Bridge  Miles  :.138 

Total  Construction  Miles  100,591 

Labor  Hours  1.5  biihon 

The  total  \olumes  listed  above  are  actual  construction  expenditures  and  do  not  include 
eneineenng  costs,  purchases  of  right-of-ways  or  any  other  cost  that  is  not  directly  related  to  actual 
construction. 

In  order  to  compare  apples  with  apples,  and  oranges  with  oranges,  we  compared  states  with 
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comparable  dollar  volume,  the  top-dolkr-vohime  states  \viiich  represent  78%  of  the  total  volume  over 
the  fourteen  year  period.  Even  though  we  did  not  use  lower  dollar  volume  ajid  states  with  lower 
roadway  miles  in  oiir  comparisons  they  are  incorporated  along  with  all  other  states  for  informational 
purposes. 

The  statistics  were  cotnpiled  by  an  independent  statistical  analysis  firm  utilizing  FHWA  Form 
PMF-C-117,  and  were  analyzed  by  an  economist  who  provided  us  with  the  comparisons  and 
conclusions.  To  veniy  that  tbe  study's  analysis,  conclusions  and  source  material  consists  of  sound 
economic  pnncipais  we  subimtted  it  to  Robert  Gasperow  of  the  Construction  Labor  Resource 
Council  (CLRC)  for  review.  Mr.  Gasperow  stated:  "The  data  cover  1980  through  1993  so  that 
exceptions  and  atypical  projeas  that  were  reported  in  a  particular  state  in  a  particular  year  have  little 
or  uo  impact  upon  the  findings" 

Mr.  Gasperow  is  a  noted  and  respected  construction  industry  economist  who  provides 
construction  emplo\ers  with  \  anous  industn-  reports  and  statistics.  Mr.  Gasperow's  opinion  of  this 
itudv  is  anached  herein. 
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WAGES,  PRODUCTIVITY  & 
HIGHWAY  CONSTRUCTION  COSTS 


This  analysis  was  imdenaken  to  determine  if  there  exists  a  correlation  between  wages,  productivnrv 
and  highway  coostmction  costs.  We  know  of  no  other  data  in  such  a  consistent  format  that  has  been 
collected  over  such  a  long  period  of  time. 

Anyone  in  academia.  economics,  or  in  the  construction  mdustry  knows  that  it  is  an  over  simplification 
to  say  that  a  dollar  reduction  in  wages  will  equal  a  corresponding  dollar  reduction  in  construction  costs. 

This  analysis  suggests  that  higher  wages  ensures  that  more  efficient,  techmcally  skilled  construction 
workers  are  employed,  and  that  wage  dispanties  are  ofifset  by  increased  productivity.  The  data  also  bhous 
ihat  there  is  little  relationship  between  wages  and  average  costs  per  mile.  In  all  compansons  made  in  this 
^Tudy,  wages  and  labor  hours  per  mile  are  strongly  correlated. 

In  order  to  make  compansons  of  similar  states  we  divided  the  states  on  the  basis  of  dollar  volume  ot 
constmaion.  For  example,  we  compared  states  with  annual  average  volumes  similar  in  nature,  such  as  over 
S175  million,  as  well  as  states  with  the  top  dollar  volume  of  construction. 

In  each  case  we  compared  low-wage  states  to  high-wage  states  for  total  construction  costs,  labor 
costs  per  mile,  and  labor  hours  per  mile. 

The  Findings 

.States  With  Average  .Annual  Construction  of  S17S  million  and  Oven  See  table   ) 

First,  a  comparison  was  made  between  eleven  high-wage-rate  and  low-wage-rate  states  with  over 
S 175  million  average  annual  highway  construction  dollars  spent  These  eleven  states  represented  S2.9  trillion, 
or  47%  of  all  highway  and  bridge  work  in  the  United  States  over  the  last  14  years.  The  following  are  the 
results  of  the  compansons  for  project-per-inile  averages: 


Average  Hourly  Wage 
Man-Hours  Per  Mile 
Labor  Costs  Per  Mile 
Total  Costs  Per  Mile 

The  total  cost  per  mile  in  the  liigh-wage  states  was  1 1%  lower  than  the  low-wage  states  in  spite  of 
a  wage  rate  more  than  double.  In  this  companson  wage  rates  bave  little  to  do  with  total  construction  costs 
per  mile  or  at  best  shows  rhat  higher  wage  rates  reflect  lower  costs  per  mile. 

More  importantly,  the  high-wage  states  completed  an  average  mile  of  highway  in  58%  fewer 
manhours  than  the  low-wage  states  and  saved  the  taxpayers  S  136.360  per  mile  in  construction  costs. 

•Low  wage  states  are:  Alabama.  Flonda,  Georgia.  Texas,  and  Virgmia 

••High  wage  states  are:  California.  Illinois.  Missouri.  New  York.  Ohio  and  PennsyKania 


i.gw  Wage* 

High  w,ge- 

US.  Average 

S8.16 

S18.39 

S12.15 

25.712 

14.894 

18.348 

S219.484 

S262.405 

S235.603 

S  1.220,700 

Sl.084.337 

SI. 136.963 

Low  Wage* 

High  Waee" 

U.S.  Averaee 

S9.76 

S1765 

S12.15 

22.837 

13,697 

18.348 

5216,864 

S24  1.465 

S235.603 

SI. 141.049 

51,017.992 

S1.136.Q63 
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Top  26  Conaruction  Dollar  Volume  Stales 

Comparison  in  this  category  more  fairly  present  Ibe  overall  findings  in  this  study  because  tbey 
represent  a  grouping  of  states  that  averaged  over  SlOO  million  annually,  which  should  eliminate  any  vanables 
that  might  occur  in  lower  construaion  dollar  volume  states. 

These  26  states  represent  78%  of  the  total  construaion  dollars.  70%  of  total  construction  miles  and 
79%  of  total  labor  hours  over  the  14-year  period  of  the  study.  The  following  are  the  resuhs  of  the 
comparisons  for  the  project-per-mile  averages: 


Average  Hourly  Wage 
.Vlan-llours  Per  Mile 
Labor  Costs  Per  Mile 
Total  Costs  Per  Mile 

'Low  wage  states  are:  Texas.  Georgia.  Iowa.  Flonda.  .Alabama.  Minnesota.  Mississippi.  Tennessee. 
Nonh  Carolina.  Colorado.  Virginia.  Louisiana,  and  West  Virginia 

"High  wage  states  are:   Ohio,  Illinois,  Wisconsin,  Pennsylvama,  Misoun,  Michigan.  Washington. 
California,  New  York.  Indiana.  Arizona,  Oregon,  and  New  Jersey 

Here  again,  the  total  costs  per  mile  between  low-wage  states  and  high-wage  states  is  of  linle 
difference  when  compared  to  the  dispanty  in  wage  rate  differential  (81?'o).  This  categor.'  of  comparisons 
again  clearK'  show  that  man-hours  per  mile  are  66%  less  in  high-wage  states  with  an  SPo  higher  wage  rate. 

Some  economists  might  take  exception  to  making  simple  calculations  based  on  averages  without 
taking  into  consideration  the  dollar  volume  of  work  in  each  state  as  to  the  weight  higher  dollar  states  v\ould 
have  on  the  statistics  and  conclusions.  For  this  reason  we  compared  the  same  26  dollar  \oluiiie  states 
bet\\een  the  annual  averages  and  the  averages  weighed  by  total  miles.  The  following  are  the  lesults  of  the 
weigiued  average  compansons  for  project  per  mile  averages: 


.Average  Hourly  Wage 
Man-Hours  Per  Mile 
Labor  Costs  Per  Mile 
Total  Costs  Per  Mile 

When  using  the  weighted  average  method  the  high-wage  states  built  a  mile  of  highway  with  oCo 
fewer  manbours  at  a  wage  rate  92%  greater  than  the  low-wage  states.  In  spite  of  the  large  wage  rate 
dispanrv'  the  total  cost  per  mile  of  construction  was  somewhat  lower  in  the  high-wage  states  than  in  the  low- 
waee  states. 


UifiLWaSS- 

U.S.  ,Av?rage 

S9.21 

$17.64 

S12.I5 

22,837 

13.697 

18.348 

S182.570 

5219,^44 

S235.003 

S986.582 

S936.639 

SI. 136.963 
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Conculusion 

Simplistic  views  aud  pronouncements  that  lowering  the  hourly  wage  rates  of  construction  workers 
will  reduce  construction  costs  and  expenditures  show  a  basic  misunderstanding  of  the  construction  mdustrv- 
As  we  have  shown  in  this  report,  wage  rates  have  a  strong  correlation  with  maohours  which  should  prove 
to  anyone's  satisfaction  that  productivity  is  the  kev  to  calculating  labor  costs. 

Any  attempt  to  reduce  construction  expenditures  by  reducing  wage  rates  will  be  met  by  with  a 
corresponding  decrease  in  productrvity  which  could  in  fact  produce  an  increase  in  construaion  costs. 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

Top  26  Dollar  Value  States 

1980-1993 

By  Average  Wage  Rate 


Total 

Labor 

Wage 

Cost  Per 

Cost  Per 

Man  Hours 

State 

Rate 

Mile 

Mile 

Per  Mile 

Mississippi 

6.69 

641.238 

95,329 

13.524 

North  Carolina 

7.11 

1,041.242 

187,693 

27,413 

Georgia 

7.36 

792.559 

149,224 

18.726 

Alabama 

7.54 

972.285 

139,107 

18.777 

Tennessee 

7.94 

1,123,781 

157.098 

19,940 

Flonda 

7.97 

1.282.553 

230,866 

29.046 

Texas 

8.35 

914.160 

180,306 

21.290 

Virginia 

9.61 

2.141.942 

397,919 

40.721 

Louisiana 

9.84 

1,317,243 

241.658 

24.270 

Iowa 

11.25 

417.553 

70.381 

6.264 

West  Virginia 

13.97 

2.365,349 

599,176 

51.131 

Colorado 

14.48 

1.066.334 

215.868 

15.353 

Minnesota 

14.78 

756.899 

154.603 

10,430 

Average 

9.76 

1,141,049 

216,864 

22.837 

Wisconsin 

15.55 

394.405 

78.083 

5,104 

Arizona 

15.58 

916.772 

187.085 

11,628 

Indiana 

15.70 

901,438 

196.404 

12.594 

Pennsylvania 

16.38 

1.239,013 

300.972 

17,223 

Oregon 

17.01 

933,013 

195.532 

1 1 ,322 

Missoun 

17.16 

307,021 

183.754 

11,116 

Michigan 

17.89 

775,423 

174,320 

9.522 

Illinois 

18.00 

1.245,858 

282.810 

16,530 

New  Jersey 

18.07 

2,175,605 

573,429 

30.152 

Ohio 

18.11 

701,079 

165.902 

9,268 

New  Yoric 

18.29 

1,407,513 

357.886 

22.467 

Washington 

19.30 

631,222 

159.766 

3.370 

California 

22.40 

1,105,537 

283,107 

12.759 

Average 

17.65 

1,017,992 

241,465 

13,697 

J-846  0-95 
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Federal  Highway  Administration  (FHWA) 

Construction  Statictlcs 

Comparison  Between  Annual  Averages  and 

Averages  Weighed  by  Total  Miles 

1980-1993 


By  Wage  Rate 


Averag* 

W«.gh»  6y 

Weigncd 

Weighad 

Laeor 

Weighed 

vVeignea 

W«g. 

Total 

Avg  Wag* 

Cost  Per 

Total  Cost 

Cost  Per 

taOorCost 

Man  Hours 

Man  Hours 

Stalt 

Rat* 

MllM 

Rat* 

Mil* 

Pw  Mil. 

Mil* 

Per  Mil* 

Per  Mil* 

Per  Mil* 

MS 

669 

634% 

0.42 

641  238 

40.678 

95  329 

6.047 

13.524 

ass 

NC 

7  11 

5  12% 

0.38 

1,041  242 

53.322 

187  693 

9612 

27.413 

1,404 

GA 

7  38 

1160% 

0  85 

792.559 

91  953 

149  224 

17313 

18,726 

2.173 

AL 

7  54 

7  04% 

0  53 

972.285 

68.456 

139.107 

9.794 

18,777 

1  322 

TN 

7  9< 

5  54% 

0  44 

1.123.781 

52.291 

157  098 

8,708 

19940 

I  105 

a 

7  97 

9  09% 

072 

1.282.553 

116,541 

230.866 

:Q978 

29.046 

2.639 

TX 

835 

23.20% 

1  94 

914.160 

212.094 

180  306 

41  833 

21,290 

4  940 

VA 

961 

4  10% 

039 

2.141.942 

87.787 

397.919 

16,309 

40,721 

1  669 

b* 

9  84 

396% 

0.39 

1  317.243 

52.112 

241  658 

9,560 

24.270 

960 

lA 

1125 

10.18% 

1  15 

417.553 

42.528 

■•0  381 

7  168 

5  264 

538 

WV 

13  97 

2.50% 

0.35 

2.385.849 

59.088 

599. 1 75 

M965 

51  131 

1  277 

CO 

14  48 

4  53% 

0  66 

t  066.334 

48,294 

215.868 

9,777 

15353 

595 

MN 

14  78 

680% 

100 

756.899 

51,441 

154  603 

10.507 

10.430 

709 

Avg  \Tolal 


,141.049         9B6.SB2        216.864         1B2.570        22.837 


VA 

15.5S 

10.55% 

184 

394,405 

41.597 

78,083 

8.235 

5.104 

538 

A2 

15,58 

503% 

0.78 

916,772 

46,122 

187,085 

9,412 

11628 

585 

IN 

15.70 

592% 

0.93 

901.438 

53.330 

196.404 

11619 

12.594 

'45 

PA 

1638 

961% 

158 

1,239.013 

119.126 

300,972 

28.937 

17  223 

1658 

OR 

1701 

4  30% 

0.73 

933.013 

40.159 

'95,532 

3416 

11322 

487 

.MO 

17  18 

8  80% 

151 

807  021 

71  041 

183.754 

16.176 

11  116 

978 

Ml 

17  89 

8.75% 

1.57 

775,423 

67,877 

174  320 

15,259 

9.522 

334 

IL 

18  00 

1 1  32% 

2.04 

1,245858 

141.080 

282810 

32,025 

16  530 

1872 

NJ 

1807 

2  30% 

0  42 

2.175  605 

50.054 

573  429 

13.193 

20.152 

694 

CH 

1811 

1201% 

218 

701,079 

84,212 

165  902 

19928 

9  268 

1  113 

NY 

18  29 

6  93% 

127 

1.407,513 

97.480 

:57  986 

24  786 

::.467 

1  556 

WA 

19  30 

7  46% 

1  44 

631,222 

47  108 

159.756 

11  923 

3  370 

525 

CA 

22.40 

7  01% 

157 

1.105,537 

77,454 

283,107 

19834 

12.759 

394 

Avg  \Total         17.65 


17.64         1,017,992         936,639        241,465 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

Top  26  Dollar  Value  States 

1980-1993 

By  Average  Wage  Rate 


Gross 

Cost  Per 

Construction 

Roadway 

Bndge      i 

Constnjction 

Labor 

Earnings 

Latxjr  Hour 

State 

Dollars 

Miles 

Miles 

Miles 

Hours 

Dollars 

Dollars 

Mississippi 

104.214.382 

159.925 

2.596 

162.521 

2,197.914 

15,492,852 

6.69 

North  Carolina 

136  605.543 

129.199 

1.996 

131  195 

3.596.412 

24.624.313 

7.11 

Georgia 

235.575227 

293.964 

3.270 

297  234 

5.566,049 

44.354.323 

7.35 

AiaPama 

175.379.043 

175.969 

4409 

180.378 

3.387.023 

25.091.811 

7.54 

Tennessee 

159,584.427 

139.455 

2.552 

142.007 

2.831677 

22.309.024 

7  94 

Flonda 

298.568,951 

226.856 

5.937 

232.793 

6.761.623 

53.743.931 

7.97 

Texas 

543.368.573 

583.664 

10.727 

594.391 

12.554.732 

107,171.981 

8.35 

Virginia 

224  902.845 

100.946 

4  054 

105.000 

4275.686 

41.781,311 

9.61 

Louisiana 

133.507.552 

96.880 

4  474 

101,354 

2.459.866 

24.492.928 

9  84 

Iowa 

108  948,848 

260.163 

0.759 

260922 

1  634.461 

18.364010 

1125 

West  Virginia 

151.379021 

51.911 

2.074 

53.985 

3,271.589 

38.338  304 

13.97 

Coloraao 

123.725.306 

113,267 

2.761 

116  029 

1  781.420 

25046.849 

1448 

Minnesota 

131.787.000 

171.641 

2.473 

174.114 

1.816,043 

26.918.582 

14.78 

Average 

194,426,671 

193.372 

3.699 

197.071 

4,018,038 

35,979,248 

9.76 

Wisconsin 

103,121.564 

260.298 

1.163 

261.461 

1.334.490 

20.415,754 

15.55 

Anzona 

114.338.874 

123.684 

1  035 

124719 

1.450.225 

23,332,998 

15  58 

Indiana 

132.207.631 

143.749 

2.914 

146.663 

1.847.091 

28,805,148 

15.70 

Pennsylvania 

295.317834 

230.446 

7903 

238.349 

4.105.129 

71.736,325 

16.38 

Oregon 

99.555.381 

105.057 

1.646 

106.703 

1.208.087 

20.853,915 

1701 

Missoun 

176.113031 

213.198 

5.029 

218.226 

2,425,707 

40099,865 

17  16 

Vlicnigan 

168  269  513 

209,285 

7,718 

217  003 

2.066.351 

37  328,102 

17  89 

Illinois 

349.744  990 

273466 

7  261 

280.726 

4540  521 

79.392,128 

1800 

New  Jersey 

124.085,304 

52.863 

4  172 

57  035 

1.719.740 

32,705.427 

1807 

Ohio 

208,766  721 

291661 

5.118 

297  779 

2.759.917 

49.402.097 

18  11 

New  YorK 

241  657.581 

164679 

7.012 

171.691 

3.857.435 

51.445.780 

1829 

Washington 

116.782.297 

178.590 

5.419 

185010 

1.548  506 

29.558.298 

1930 

California 

192.011  559 

166,007 

7  675 

173  682 

2.215.955 

49,170.530 

22.40 

Average 

178.613,253 

185.614 

5.082 

190.696 

2,398,397 

41,904,336 

17.55 
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Federal  Highway  Administration  (FHWA) 

Averages  for  States  with 

Average  Annual  Highway  Construction  over  $175,000,000 

1980  - 1993 

By  Dollar  Voluma 


Average 
Total 


Average 
Constrrxflon        Roadway 
OollafS  Mile* 


Average 
Bndge     Consmjcnon 
Miles  Miles 


Gross  Cost  Per 

Earrings         Labor  rtovx 
Dollars  Dollars 


Texas 

543.368.573 

583.664 

10.727 

594.391 

12.654.732 

107.171.981 

8.35 

Honda 

298.568.951 

226.856 

5937 

232.793 

S.751.623 

53.743  931 

7  97 

Georgia 

235.575.227 

293.964 

3270 

297  234 

5.566  049 

44  354  323 

7  36 

Virginia 

224.902.845 

100.946 

4  054 

105.000 

4.275.686 

41,781,311 

961 

175,379.043 

175.969 

4409 

180.378 

3.387  023 

25.091811 

754 

Average 

295,558.928 

278.280 

5.679 

281.959 

6.529,023 

54.428.671 

8.16 

Tout 

1.477.794,639 

1,381.398 

28.397 

1.409.795 

32,645.115 

272.143.357 

Illinois 

349,744.990 

273.466 

7261 

280.726 

4.640.521 

79.392.128 

1800 

Pennsylvania 

295.317.834 

230.446 

7903 

238.349 

4.105.129 

71,736.326 

16.38 

New  York 

241.657,581 

164.679 

7012 

171.691 

3.857,435 

61.445.780 

18,29 

Oho 

208.766.721 

291.661 

6.118 

297.779 

2.759,917 

49.402,097 

18.11 

Califoma 

192.011.569 

166.007 

7675 

173.682 

2.215.955 

49.170.530 

22.40 

Mlssoui 

176,113.031 

213.198 

S.029 

218.226 

2,425.707 

40.099.865 

1716 

Average 

243.935,288 

223.243 

S.833 

230.076 

3,334.111 

58.541,121 

18.39 

ToUl 

1.463.611,725 

1.339.456 

40.997 

1,380.454 

20,004,664 

351,246.726 

122.101,386 
6227  196.188 


137  890 
7032.394 


2.995 

152.745 


1  40.885 

185.139 


2.070.677 
105,604  536 


25.152.186  12.15 

282.751  479  681  19 
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Federal  Highway  Administration  (FHWA) 

Averages  for  States  with 

Average  Annual  Highway  Construction  over  $175,000,000 

1980-1993 

By  Dollar  Volume 

Average  Total  Labor 

Wage  Cost  Per  Cost  Per  Man  Hoirs 

State  Rate  Mile  Mde  Per  MHe 


Texas 

8.35 

914.160 

180,306 

21.290 

Florida 

7.97 

1.282.S53 

230.866 

29.046 

Georgia 

7.36 

792.559 

149.224 

18,726 

9.61 

2.141,942 

397.919 

40.721 

Alabama 

7.54 

972.285 

139.107 

18.777 

Average 

8.16 

1.220.700 

219.484 

25,712 

ToUl 

40.82 

6.103.499 

1,097.421 

128,S60 

lllino(S 

1800 

1.245.858 

282.810 

16.530 

Pennsylvania 

16.38 

1.239.013 

300.972 

17223 

New  YofK 

18.29 

1.407513 

357,886 

22.467 

Ohio 

13.11 

701.079 

165.902 

9.268 

Califoma 

2Z40 

1.105.537 

283,107 

12.759 

Missoui 

17.16 

807.021 

183.754 

11.116 

Average 

18.39 

1.084.337 

262.405 

14.894 

Tout 

110.34 

6.506.021 

1.574,429 

89,363 

Natiortal  Fiaure 

Average  12.15  1,136,963  235.603  18,348 

Total  681.19  57,985.108  12.015,774  935.737 


88-846  0-95-4 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

1980-1993 

By  Dollar  Volume 


Tau 

Gross 

Co«P« 

Con*ruaion 

9oadw«y 

Bn<jg. 

Cwwrucwxi 

LaOof 

earnings 

LaOof  Hour 

3»at« 

OollM 

.VtllM 

^^llM 

M,lM 

Hours 

Dollars 

DoOmi 

rx 

S543  368.573 

583  664 

10727 

594  391 

12.854  732 

S107  171  981 

J8  35 

IL 

349,744  990 

273  466 

7  261 

280  726 

4640.521 

79  392.128 

1800 

PL 

29B.S6a.961 

228856 

5  937 

232  793 

6.761623 

53.743  331 

7  97 

PA 

296.317  334 

230.446 

7903 

238  349 

4,106,129 

71  736326 

1638 

MY 

241857.581 

164  679 

7012 

171891 

3  857  436 

61  445.780 

1829 

GA 

235.575  227 

293964 

3  270 

297  234 

5566.049 

44  354  323 

736 

VA 

224902.845 

100946 

4C64 

iCSOOO 

4  275.686 

41,781311 

361 

OH 

208.766,721 

291661 

6118 

:37  7^ 

2.759917 

49  402  097 

1811 

CA 

192.011569 

166.007 

7  675 

173  682 

2.215  965 

49,170  530 

22  40 

MO 

176.113  031 

213  198 

5029 

:i3  2Z5 

2,425.707 

40  099  885 

1716 

AL 

1  75.379.043 

175.969 

4409 

•30378 

3  387  023 

25,091811 

754 

168.269513 

209  285 

7718 

217003 

2,066  361 

37828.102 

1789 

TN 

1S9584  427 

139466 

2  552 

'42  007 

2.831  677 

22.309024 

"34 

vW 

151379021 

SI  911 

-074 

53  965 

3.271  589 

38  338  304 

1397 

NC 

136605  543 

129199 

1  996 

'31  196 

3  596.412 

24S24  313 

-  1 1 

LA 

133.507  552 

96880 

4  474 

'01  354 

2.459  866 

24492.928 

3  84 

IN 

132.207631 

143.749 

2.914 

'46  663 

1  847  091 

28  805.148 

•5  70 

MN 

131.787000 

171641 

2473 

174114 

1  816043 

26918.582 

14  78 

NJ 

124.065.304 

52863 

4172 

57  035 

1  719,740 

32.705.427 

1807 

CO 

123.725.306 

113  267 

2.761 

116.029 

1,781  420 

25046  849 

•448 

WA 

116.782.297 

178590 

6419 

185010 

1  548  506 

3558.298 

'930 

AZ 

114  338.874 

123  684 

1036 

124  719 

1  450  225 

23  332  998 

'558 

lA 

108.948  848 

260  163 

0759 

280922 

1,634  461 

'8364010 

11  25 

MS 

104  214  382 

159925 

2.596 

•S2  521 

2197914 

15  492.852 

S69 

Wl 

103.121,564 

260  298 

1  163 

261  461 

1334  490 

20  415  754 

•555 

OR 

39  565  381 

106057 

1546 

106.703 

1,208,067 

20  863916 

1701 

KS 

96.736.537 

30.237 

4345 

34  582 

1  473.396 

20  533  989 

13  57 

OK 

94  430.105 

120.144 

2.003 

122.147 

1,768.357 

14863  644 

328 

UT 

89,372.270 

9160B 

2.886 

34  494 

1  210  853 

20,275  150 

■595 

NM 

37  188.327 

148  488 

1289 

•49  777 

1543  494 

'4  884  827 

3  70 

KV 

37  184  949 

56.718 

0538 

57  256 

1502,r'4 

•8149  687 

1367 

\»T 

77931  148 

206  278 

0633 

205911 

1  097  --9 

•S889813 

'5  74 

CT 

75  991  779 

35  500 

1  273 

36  7-3 

1,103  334 

'7  300  705 

'531 

AR 

70  673  617 

74  557 

1  729 

-6  287 

'535,177 

11  217  285 

748 

NE 

39116  984 

137  292 

1  476 

'38  768 

1  175  119 

'1371  X7 

394 

SC 

68  862,645 

92.932 

1  933 

34  866 

1  642,946 

•1589  366 

595 

VIA 

67  191  846 

27883 

1066 

23  949 

-48,870 

•1  129737 

17-0 

AK 

55,628  303 

93983 

0223 

34  206 

480,525 

14  296  951 

3081 

NV 

52.820.614 

51329 

1209 

52.537 

719.668 

14461770 

20  77 

NO 

49.817  054 

299335 

5628 

304  963 

710.535 

8188  036 

SO 

47314  657 

252328 

2.029 

254  357 

373.897 

7  444  760 

3  87 

■yvY 

47006.404 

93343 

0391 

93  734 

796.885 

9  808,747 

•2  23 

MO 

44  681412 

29207 

1804 

31010 

351.046 

8412.104 

349 

10 

40,610  294 

71506 

4903 

-5  408 

470  330 

3163  366 

15  47 

Ml 

39,049871 

10.067 

0800 

10  870 

518685 

9000,574 

1902 

OE 

X.640,211 

20513 

0.562 

21074 

461389 

4  958084 

•068 

NH 

29.018  368 

19406 

0537 

19945 

578.716 

6063.515 

1054 

VT 

17489.685 

47  262 

0593 

47  855 

291  743 

2.800879 

9  31 

DC 

15270  530 

2342 

0446 

2,788 

226592 

3186.344 

1082 

Fil 

13,699849 

■4896 

0118 

15014 

'66.984 

2.363901 

1425 

we 

10.951,723 

29  421 

0,180 

29601 

261  862 

1  901  371 

585 

Avwsge 

S122.101  886 

•37  890 

2,996 

'40885 

2.070  677 

$25152,186 

S121S 

Total 

S6  227196188 

'032  334 

152.745 

7 '85,139 

•05  604  536 

51  232  761  479 

5681  -9 

FigurMtor  ME  do  no«  incluO*  numbers  from  1981,  1989.  1991   i  1992 

Figu/es  for  MO  Oo  noc  inctuo*  numoaf s  for  1 988 

Figures  lor  DC  Oo  noc  inctuOe  numtjofs  for  1980,  1982.  4  1987 

Figures  for  lO  ao  na  incluoe  numoefs  (or  1 963 

Figures  for  OR  do  not  inctuda  numoers  for  1981 

Figures  for  MS  do  not  include  numoera  tor  1980 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

1980-1993 

By  State 


Total 

Grow 

CoaPer 

Constnjction 

Roaoway 

8ndg. 

Conanjction 

Utxx 

EMmngt 

Laoof  Hour 

Sta* 

Dollars 

Mil« 

Milm 

MJm 

Hours 

Oottars 

Dollars 

4K 

55  628  303 

93963 

0223 

94  206 

480.525 

14  296.961 

30  81 

AL 

175  379043 

175,969 

4409 

180.378 

3.387.023 

25091811 

754 

AR 

70,673  617 

74  567 

1  729 

76287 

1.536.177 

11217,285 

748 

AZ 

114  338.874 

123  684 

1036 

124  719 

1.450.225 

23.332,998 

1558 

CA 

192.011,569 

166.007 

7  675 

173682 

Z215.965 

49.170530 

22,40 

CO 

123  725,306 

113267 

2,751 

116029 

1781420 

25.046.849 

1448 

CT 

75  991,779 

36  500 

1273 

36.773 

1.103.334 

17  800.705 

1531 

□  C 

15  270,530 

2  342 

0,446 

Z788 

226,592 

3.186.344 

1032 

DE 

30  640  211 

20513 

0562 

21074 

461.389 

4  968,064 

1068 

FL 

298  568  951 

226  856 

5937 

232793 

6.761.623 

53.743931 

-97 

3A 

235  575  227 

293964 

3,270 

297  234 

5.566,049 

44.364  323 

-36 

39049  871 

10067 

0803 

'0870 

518685 

9000.574 

'902 

lA 

108  948  848 

260163 

0759 

280922 

1.634  461 

18.364010 

11  25 

'D 

J061O294 

71506 

4903 

-S408 

470330 

8.163.366 

1547 

it 

349  744  980 

273  466 

7  261 

280  726 

4  640521 

79.392.128 

'800 

132,207  631 

143  749 

:9i4 

■46  663 

1  847  091 

28.806.148 

'570 

<S 

95  735,537 

80  237 

4345 

34  582 

1.473.398 

20.533.989 

1357 

37  184  949 

56,718 

0538 

57  256 

1.502,714 

18.149.687 

1367 

•^ 

133  337552 

96  880 

4  474 

101354 

Z45e866 

24.432.928 

934 

VIA 

67  191,846 

27  883 

'  066 

28  949 

748.870 

11.129,737 

1770 

MO 

44  681  412 

29  207 

1  804 

31010 

851046 

8.412,104 

949 

'/£ 

10,951,723 

29  421 

0180 

29601 

251862 

1931.371 

585 

1682S9513 

209  285 

7  718 

217003 

2.066361 

37.828.102 

1739 

MN 

131  737  000 

171  641 

2.473 

174  114 

1.816.043 

26918582 

14  78 

MO 

176.113,031 

213198 

5029 

218226 

2.425.707 

400B9865 

1716 

MS 

104214382 

159925 

2.5S6 

1S2.521 

2.197  914 

15.492.852 

569 

MT 

77931  148 

205  278 

0633 

206.91 1 

1.097.779 

16.889813 

15  74 

NC 

136  805  543 

129199 

1  996 

131,195 

3.596.412 

24.624  313 

NO 

49817054 

299  336 

S628 

304  963 

710.535 

8.188.036 

11  44 

NE 

S9  116.984 

137  292 

1  476 

138  768 

1  175119 

11.871,307 

994 

29.018.368 

19408 

0  537 

19945 

578.716 

5,063515 

'054 

NJ 

124085  304 

52  863 

4172 

57  036 

1  719740 

32.705,427 

1307 

NM 

37  188,327 

148  488 

1  239 

•49  777 

1543  494 

14884  827 

9  70 

NV 

52.820  614 

51329 

1209 

52-537 

719  668 

14461.770 

20  77 

■JY 

241657  581 

164  679 

7012 

171691 

3.857.435 

51445  730 

'329 

OH 

208  766.721 

291661 

6118 

297  779 

2.759.917 

49  402.097 

•311 

OK 

94  430  105 

120144 

2.0CQ 

122.147 

1.768.357 

14  863  644 

33 

OR 

99  555  381 

106067 

1646 

106.703 

1206.087 

20.863915 

1-01 

PA 

295.31  7  334 

230  446 

7903 

238  349 

4.106.129 

71.736.326 

1538 

91 

13699849 

14895 

0118 

15014 

166.964 

2.363  901 

'425 

3C 

58  862.645 

92.932 

1933 

34  866 

1642.946 

11569  366 

595 

30 

47  314  657 

252  328 

2029 

254  357 

873  897 

7  444  760 

3  37 

TN 

159  584  427 

139456 

2.552 

'42.007 

2,831677 

22.309.024 

-94 

-X 

S543  368  573 

583  664 

10727 

594  391 

12,654  732 

S107.171.981 

S8  35 

-JT 

39  372  270 

91  608 

2.886 

94  494 

1  210.853 

20.275.1=0 

1696 

VA 

224  902,345 

100  946 

4054 

105000 

4275.686 

41  781311 

9  61 

'/T 

17  489,685 

47  262 

0533 

47  855 

291.743 

2.800,879 

9  31 

WA 

116  782.297 

178590 

5419 

185010 

1548.506 

29.566  296 

19X 

.VI 

103  121  564 

260  298 

1  163 

251461 

1.334.490 

20.415  754 

•555 

M/ 

151  379.021 

51  911 

2,074 

53  965 

3.271589 

38  338  304 

'397 

AfY 

47  005.4O4 

93  343 

0391 

93.734 

796.865 

9.808.747 

12  28 

A.«aqe 

5122  101  886 

137  890 

2.996 

140.885 

2.07D.677 

$25,152,186 

S1215 

"aai 

S6.227  196.133                 7,032,394 

152.745 

7185139 

105  604  536 

SI  282751  479 

seei  19 

-rgufes  for  ME  ao  not 

inciuoa  numoefs  Irom  1981.  1969. 

1991   3i  1992 

^=========== 

========== 

figures  lor  MD  do  not  ineluda  numoefs  tor  1968 

-igures  lor  DC  do  not  incluoe  numoers  (or  1980.  1982.  &  1987 

figures  tor  lO  Oo  not  include  numoefS  lor  1903 

Figures  for  OR  do  r 

Figures  lor  MS  do  r 
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Federal  Highway  Administration  (FHWA) 
Total  Construction  Statistics 
1980  -  1993 
By  State 


Tat* 

Total 

Grosa 

Cos  Per 

Con«Tuet)on 

Ro.<V«y 

andg. 

Connnjction 

Latw 

Eamir>g»     L 

acor  Hour 

SIM 

Oollifm 

MllM 

MllM 

Miln 

Hou™ 

□otlara 

Oollws 

AK 

778.796.247 

1315  790 

3124 

1318  884 

3.447  348 

200.143  314 

43135 

AL 

2.456  306.597 

2.463564 

61  732 

2.525  298 

47418325 

351285  360 

1G6  49 

AR 

989.430634 

1043  803 

24  212 

1,068015 

21  492.472 

157041  704 

104  75 

AZ 

1900.744  234 

1  731575 

14481 

1  746066 

20303  156 

326  661  971 

21808 

CA 

2.688.161.965 

2  324097 

107  448 

2.431545 

31023371 

688  387  420 

31360 

CO 

1  732.154  289 

VS85  741 

38  660 

1624  401 

24  939.881 

3=0  955  892 

202.67 

CT 

1  063.884.902 

496997 

17  818 

514815 

15.446  678 

249  209  866 

21433 

OC 

213.787.416 

3Z783 

62S0 

39033 

3.172.292 

44  608  815 

15152 

OE 

428.962.960 

287173 

7861 

296039 

6  459.450 

89413  181 

149  48 

FL 

4  179.966.319 

3.175.980 

33.118 

3259096 

94  662.727 

-52.415040 

11157 

GA 

3.238.063.179 

4,115498 

45  775 

4 161  273 

-7  924  691 

520,960  521 

10302 

Ht 

546.698.187 

140932 

11244 

152.176 

7  251584 

•26.008  039 

266.27 

lA 

1  525.233.866 

3.642.287 

10627 

3.852.914 

22.882.451 

257  096,142 

15753 

0 

568  544,112 

1001064 

68  646 

1089  710 

5584  621 

114287123 

21659 

4896.429861 

3  828  519 

101  648 

3  930167 

54  967  296 

1  '11  .189  799 

25197 

iN 

1  8S0.906.829 

2.012  487 

JO  795 

2.053  282 

25,859,271 

403272,068 

21975 

KS 

1340.297  512 

1  123312 

60831 

1  184143 

20  627566 

237  475  841 

18999 

KY 

1  220,589290 

794047 

7S34 

301581 

21  037  990 

254  096  622 

19136 

LA 

1.869.106.730 

1356  320 

62.633 

1418963 

34  438.118 

342900998 

137  74 

MA 

940.685.850 

390364 

14925 

406.289 

10,484  178 

155816321 

247  79 

MO 

62S.S39.768 

408891 

25249 

434140 

11,914  643 

117  799.451 

13Z86 

ME 

153.324.120 

411896 

2522 

414417 

3,666.073 

27,039.188 

3196 

Ml 

2.356.773,176 

2  929993 

108065 

3038048 

28.929.066 

529.593  431 

250.40 

MN 

1  845018  001 

2.402.974 

34  627 

2.437  801 

25.424  596 

376860  145 

20686 

MO 

2.485.582.432 

2.984  766 

70  401 

3  056  167 

33.969903 

561338.110 

240  24 

MS 

1  459001.352 

2.238945 

36  343 

2,275  288 

30.770  789 

216899924 

93.71 

MT 

1  091  036,065 

2  873  886 

3  867 

2.882  753 

15  368.908 

236  457,377 

223.32 

IV4C 

1912.477  599 

1808  781 

27946 

1836.727 

50.349.763 

344  740  384 

99.58 

NO 

897  438.756 

4190  633 

78  796 

4269  488 

9.947  490 

114S32.4S9 

16016 

NE 

987.537.778 

1.922.089 

206S3 

1  942.752 

•6451665 

166  198  303 

13913 

NH 

406  7S7.149 

271  712 

7  515 

279  227 

3  102.026 

34  749  209 

14754 

NJ 

1.737.194  253 

740087 

58  401 

798  488 

24  076357 

457  875  983 

253.01 

NM 

1  220.S36.571 

2.078  834 

18041 

2,096875 

21  608  914 

208  387  575 

136.75 

NV 

739488592 

718600 

16919 

735522 

•0.075.347 

202,454  775 

290  75 

NY 

3  383  206131 

2.306  507 

38169 

2  403  676 

54004  064 

390  240  922 

25699 

OH 

2.922.734  090 

4083  258 

35  648 

■J158  906 

38.638.834 

691629  353 

253  55 

OK 

1  322.021  466 

1  6B2021 

28  038 

1  710069 

24  757001 

208  091016 

11593 

OR 

1393.775.340 

1  470  796 

23049 

1  493844 

16.913  218 

292.094  823 

23816 

PA 

4134  449.672 

3.226242 

110647 

3336889 

57,471  809 

1004  308  560 

22938 

Rl 

191,797  892 

208  532 

1867 

210189 

Z337,7a9 

33094  619 

19950 

SC 

964  077036 

1301063 

27064 

1328117 

23,001  246 

'62251  130 

97  36 

SO 

662,406  201 

3  532590 

28  402 

3  560982 

•2,234  560 

104  225  644 

124  14 

-M 

2,234  181  982 

1362  363 

35  730 

1988093 

39.643.483 

312,326  335 

111  13 

-X 

7  607,180.026 

3.171  294 

150,178 

3,321  472 

177.166,252 

1500  407  735 

11694 

UT 

1  251,211781 

1  282  506 

40.408 

1  322.914 

16.951907 

283  8SZ0e6 

237  28 

VA 

3.148  S39  829 

1,413,242 

56  751 

1  489993 

398SS.608 

584  938  348 

13451 

VT 

244  855  596 

661666 

3303 

669974 

4  084  399 

39212,304 

130  29 

WA 

1634  962,155 

2.500  266 

89872 

2  590  138 

21.679.064 

413816177 

270  23 

Wl 

1  443,701899 

3.644  168 

16283 

3  680  451 

18  682.866 

285  820  552 

21768 

M/ 

2.119  306.297 

366,759 

29032 

396.791 

45802.244 

536  736  252 

•96  55 

WY 

358075  651 

1306802 

5473 

1.312275 

11  156.111 

137  322.453 

17197 

Avemq. 

1,709,428.406 

1  930.461 

41930 

197Z391 

28.989.480 

352.130.802 

12.15 

Total 

87180746.634 

98.453521 

2.138425 

100,591  946 

478.463  498  1 

7958  660  708 

9  536,70 

Rgura<(0f  ME  do  not  includ.  r 

umearafroni  1961 

1989.  1991    i 

1992 

FigufM  tor  MD  do  not  inetud*  numbws  for  1988 

=iguf«  for  OC  a. 

0  net  includ*  r 

lumbM  tor  1980. 

982.  4  1987 

-igufMfor  lO  00 

not  ineludB  m. 

mB«f»  for  1983 

"igures  for  OR  6 

0  not  incluo*  numo»r»  for  1981 

Figures  for  MS  a 

0  not  inclixJe  numtwri  tor  1980 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

1980-1993 

By  State 

Averag* 

Wag* 


AK 

$X81 

590.496 

151,752 

4888 

AL 

754 

972.235 

139,107 

18777 

AR 

748 

926.420 

147  041 

20,124 

A2 

1553 

916.772 

187,065 

11623 

CA 

22.40 

1106.537 

283,107 

12.759 

CO 

1448 

1066,334 

215,868 

15,363 

CT 

1531 

2.066538 

484,077 

30,004 

DC 

1082 

5477.094 

1,142,849 

81272 

OE 

1068 

1453920 

235  268 

21,894 

FL 

7  97 

1282.553 

230866 

29046 

GA 

736 

792.559 

149,224 

18725 

Ml 

1902 

3592.539 

828,041 

47718 

!A 

1125 

417553 

-0  381 

5,264 

10 

1547 

531  494 

•06,839 

:=15S 

'L 

1800 

1245858 

282  810 

•6530 

IN 

15  70 

901438 

196  404 

12,594 

KS 

1357 

1.131871 

:42,771 

17  420 

13  67 

1522.727 

316,993 

26  246 

LA 

9  84 

1.317  243 

241668 

24  270 

MA 

1770 

2.321 .023 

384  457 

25,868 

MO 

949 

1440871 

271,271 

27  444 

ME 

585 

369975 

66,246 

3,846 

Ml 

1789 

775.423 

174320 

9522 

MN 

14  78 

756  899 

154  603 

10430 

MO 

1716 

807  021 

183.754 

11,116 

MS 

569 

641.238 

96,329 

13  524 

MT 

15  74 

378470 

32.025 

5.331 

NC 

7  11 

1  041  242 

187  683 

27,413 

NO 

11  44 

163354 

26,849 

2.330 

NE 

994 

498.076 

35,548 

3468 

NM 

1054 

1,454  906 

303514 

29016 

NJ 

18  07 

2175  606 

573  429 

30152 

NM 

9  70 

582.122 

99380 

10306 

NV 

20.77 

1Q05  393 

275267 

13898 

NY 

'829 

1  407513 

357  886 

22,467 

OH 

1811 

701079 

185,902 

9  263 

OK 

828 

773  085 

121686 

14  477 

OR 

17  01 

933,013 

196,532 

11322 

PA 

1638 

1239013 

300972 

'7223 

9! 

1425 

912=02 

157  452 

11  122 

SC 

S95 

'25  898 

•22166 

•7319 

SO 

9  87 

186017 

29  269 

3436 

TN 

794 

1  123  781 

•57  098 

19940 

TX 

3.35 

914  160 

'80,306 

21290 

UT 

1696 

945  800 

214566 

12,814 

VA 

9  61 

2.141  942 

397919 

40  721 

VT 

9.31 

365,470 

58  528 

6096 

WA 

1930 

631,222 

159,766 

3.370 

Wl 

1555 

394  405 

78  083 

5  104 

vrtTi/ 

1397 

2366  849 

599,176 

51,131 

WY 

12.23 

501,477 

104  645 

3,501 

Figures  iof  ME  c3o  no  induoe  numoef 5  tfom  1981    1989,1991   4' 

Figures  tor  MD  00  not  incluoe  numoers  lor  1988 

Figures  tor  DC  ao  na  inciuoe  numoers  (0(  1960   ■982,  S.  1987 

Figures  lor  lO  oo  not  incluaa  numoers  lor  1983 

Figure*  lor  OR  oo  not  include  numoers  lor  1981 

Figures  tor  MS  <3a  na(  incluoe  numoers  for  1980 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

1980-1993 

By  Dollar  Volume 
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CT 
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MO 
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10 
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29016 

VT 
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OC 
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Federal  Highway  Administration  (FHWA) 

Annual  Average  Construction  Statistics 

Effects  of  Prevailing  Wage  Repeal 

KANSAS 
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Man  Hours 
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Mile 

Per  Mile 

Rate 

1980 
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1981 

565.491 
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9.35 
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12.24 

1983 

1,068,610 
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16,796 

12.56 

1984 
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114,319 
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1985 
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13.95 
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315.899 

22.826 
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801.459 
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20.09 

Kansas 

Repealed  Wage  Laws  1987 
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Senator  Kennedy.  Mr.  Chairman,  we  have  spoken  a  good  deal 
about  the  wages  rates.  Former  Secretary  of  Labor,  John  Diinlop, 
who  is  not  considered  to  be  a  flaming  Democrat  or  Hberal,  who  is 
one  of  the  most  thoughtful  and  respected  labor  economists  in  this 
country,  says  it  is  not  the  wage  rates  that  are  the  most  important 
factor  in  construction  costs,  it  is  productivity. 

I  do  not  want  someone  getting  depressed  wages  building  a  run- 
way for  our  military  planes  and  jets  and  then  find  out  that  it  has 
been  done  inefficiently,  ineffectively  and  sloppily.  You  may  save  a 
nickel  at  the  time,  but  you  are  certainly  not  going  to  save  a  nickel 
over  the  long  run  in  terms  of  trying  to  ensure  that  we  are  going 
to  have  the  best  quality  work  that  skilled  American  personnel  can 
do. 

So  we  ought  to  be  looking  at  the  issue  of  productivity,  and  we 
ought  to  be  looking  at  skill  levels,  and  we  ought  to  be  looking  at 
results,  as  well  as  wages  rates.  Most  of  the  comments  this  morning 
have  been  about  wages,  but  I  think  in  looking  out  for  the  tax- 
payers' interests,  it  is  really  the  question  of  productivity,  of  deliver- 
ing on  time,  of  delivering  quality  work,  of  being  assured  that  you 
are  going  to  have  people  working  who  are  going  to  be  able  to 
produce,  and  it  is  doing  that  in  an  atmosphere  and  a  climate  where 
you  are  going  to  minimize  the  dangers  on  the  job.  Construction  is 
the  most  dangerous  industry,  outside  of  mining,  in  this  country.  We 
have  held  a  lot  of  hearings  about  that,  and  we  want  to  be  sure  that 
workers  are  protected  as  they  do  this  tough  work. 

Mr.  Chairman,  I  am  always  amazed  at  the  vehemence  with 
which  opponents  address  this  issue  of  Davis-Bacon,  and  I  would 
hope  that  as  we  look  through  the  evidence  and  hear  about  various 
studies — we  all  have  our  different  studies;  we  have  had  GAO  stud- 
ies that  have  used  faulty  premises  in  the  past,  I  think,  and  we 
have  had  other  studies,  so  I  am  always  wary  about  the  definitive 
work  that  is  supposedly  being  done  in  terms  of  proving  exactly  how 
many  dollars  are  going  to  be  saved  with  a  particular  legislative  ini- 
tiative. 

I  am  always  amazed  that  many  of  our  colleagues — in  this  in- 
stance, our  distinguished  chair,  for  whom  I  have  such  respect — are 
taking  out  after  construction  workers  who  average  $27,000  a 
year — $27,000  a  year — not  even  the  median  income  in  our  country. 
With  all  the  things  we  have  to  do  around  here,  why  is  it  that  my 
colleagues  want  to  take  off  against  men  and  women  who  are  trying 
to  provide  for  their  families? 

We  have  got  Mr.  Armey  over  there  in  the  House,  against  any  in- 
crease in  the  minimum  wage,  when  we  have  historically  had  Re- 
publican support  for  the  minimum  wage.  Now  we  are  taking  off 
after  construction  workers,  who  have  seen  a  substantial  decline  in 
their  real  wages  over  the  last  10  years.  So  if  that  is  how  we  think 
we  are  going  to  save  the  country,  by  just  repealing  Davis-Bacon,  I 
have  a  lot  of  difficulty  with  that. 

I  might  ask  my  staff  to  put  up  a  chart  showing  the  wages  of 
some  of  those  workers  we  are  talking  about  here.  You  are  talking 
about  laborers  and  carpenters  who  are  earning  $20,000,  $8,000, 
$10,000,  $8,000,  $10,000,  $19,000,  $10,000  a  year;  $29,000  in  Pitts- 
field,  MA  for  laborers.  The  cost  of  living  up  there  is  higher. 
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Look  at  the  annual  earnings— $9,000,  $13,000,  $29,000,  $10,000, 
$19,000,  $10,000,  $8,000,  $10,000.  And  this  is  at  prevailing  wage 
rates  for  building  construction  under  Davis-Bacon.  You  can  look 
over  to  the  left,  and  they  are  less  than  that. 

You  are  talking  about  a  laborer  in  Charleston,  SC  making  $4.25 
on  residential  work  under  Davis-Bacon. 

I  mean,  when  we  ought  to  be  worrying  about  people  who  are  rip- 
ping off  our  system,  Mr.  Chairman,  this  just  does  not  have,  when 
you  get  right  down  to  it,  much  of  a  ring  to  me. 

I  am  hopeful — and  I  know  I  am  using  my  time  up  on  this,  and 
I  apologize  to  our  witness  friends — ^but  I  would  hope  that  we  could 
try  to  find  Republicans  and  Democrats  who  will  deal  with  some  of 
the  issues  that  have  been  pointed  out,  like  the  paperwork  issues 
and  so  on,  and  let  us  take  a  look  at  the  changed  economics  and  see 
if  there  are  changes  we  can  make  to  ensure  that  we  are  going  to 
have  competition,  but  that  it  is  competition  on  the  issues  of  quality, 
on-time  delivery,  and  that  we  are  not  going  to  effectively  emas- 
culate a  standard  of  living  for  hardworking  men  and  women  in  this 
country,  who  are  the  backbone  of  the  Nation  in  terms  of  our  middle 
class. 

We  have  a  lot  of  things  to  do.  All  of  us  want  to  have  more  effi- 
ciency and  effectiveness  with  scarce  resources  and  scarce  dollars. 
But  I  will  tell  you,  given  the  whole  range  of  inequities  and  eco- 
nomic challenges  that  we  are  facing  today,  I  do  not  think  that  this 
ought  to  be  in  a  top  priority. 

Thank  you,  Mr.  Chairman. 

Senator  Jeffords.  Thank  you.  Senator  Kennedy. 

Senator  DeWine? 

Senator  DeWine.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  the  members  of  the  panel.  I  think  your  testi- 
mony has  been  very  helpful. 

Mr.  Butler,  I  noticed  in  your  testimony  that  you  went  to  Antioch 
College,  and  that  happens  to  be  located,  as  you  know,  in  Yellow 
Springs,  which  is  the  small  community  that  I  grew  up  in.  So  you 
and  I  have  something  in  common — we  are  both  Republicans  who 
came  out  of  an  area  that  is,  you  might  say,  as  you  note  in  your  tes- 
timony, a  relatively  liberal  community. 

Mr.  Butler.  Yes.  That  is  why  I  am  a  Republican. 

I  would  like  to  make  a  brief  comment,  if  I  could,  because  I  think 
it  is  very  crucial. 

Senator  DeWine.  Sure. 

Mr.  Butler.  My  particular  local,  the  Pile  Drivers,  comes  under 
the  Carpenters,  and  the  Carpenters  has  a  program  in  just  about 
every  State  in  this  country,  and  I  believe  in  Canada,  too.  The  name 
varies  a  little  bit,  but  more  or  less  it  is  "Christmas  in  May"  or 
"Christmas  in  June."  This  is  a  program  where  we  go  out,  and  we 
fix  up  homes  where  people  need  their  houses  fixed.  They  are  usu- 
ally older  people.  This  is  done  on  a  voluntary  basis.  We  get  the  ma- 
terials from  a  supplier  who  does  not  charge  us  for  them. 

I  have  even  worked  on  a  project  to  rehab  some  crack  houses  right 
here  in  Washington,  DC.  Ajid  like  I  said,  I  am  a  conservative.  I  be- 
lieve this  is  the  way  to  do  it.  I  really  do  not  want  HUD  doing  it. 
I  never  did  want  them  doing  it.  But  we  can  only  do  this  because 
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these  people  are  getting  a  living  wage,  and  they  can  afford  to  vol- 
unteer. 

Some  of  the  people  I  know  are  volunteer  firefighters  in  their  com- 
munities, or  they  are  paramedics  in  their  communities.  They  would 
not  have  this;  we  would  not  have  any  "Christmas  in  May."  The  old 
ladies'  houses  would  not  get  fixed.  It  would  probably  fall  upon  the 
Federal  Government.  I  do  not  want  it  to  fall  upon  the  Federal  Grov- 
ernment.  We  can  do  a  real  good  job  of  fixing  that  house.  We  have 
some  very  skilled  craftsmen  who  can  go  in  there,  from  the  mechan- 
ical contracting  side  and  everything.  We  usually  get  three  or  four 
trades  involved,  and  these  people  have  a  nice,  safe  house  to  live  in 
afterward.  But  you  take  away  their  wage,  and  these  nice  programs, 
which  I  agree  with — and  I  have  gotten  out  there  and  hammered 
and  nailed;  don't  you  think  I  haven't — they  would  not  live  very 
long. 

Senator  DeWine.  If  I  could,  let  me  just  make  a  brief  statement 
and  then  get  comment  from  you  and  other  members  of  the  panel. 

My  guess  is  that  the  State  versions  of  Davis-Bacon  probably  have 
more  of  an  economic  impact  on  this  country  than  the  Federal  does. 
My  experience  in  Ohio  has  been  that  Ohio's  version  of  Davis-Bacon, 
according  to  local  elected  officials,  adds  anywhere  between  30  to  40 
percent  to  cost.  And  frankly,  as  Lieutenant  Governor,  one  of  my 
jobs  was  to  head  what  is  called  the  State  and  Local  Government 
Commission,  which  is  a  commission  that  deals  with  local  elected  of- 
ficials. This  was  one  of  the  major  complaints  that  I  heard  as  I  trav- 
eled around  Ohio. 

Let  me  ask  you,  if  I  could — and  I  know  several  of  you  have  al- 
ready touched  on  this — but  one  of  the  complaints  that  I  have  heard 
time  and  time  again  is  that  the  actual  administration  of  prevailing 
wage  is  just  not  accurate,  that  it  is  not  the  prevailing  wage;  it  is 
not  what  really  is  the  wage  in  the  local  market,  that  it  is,  in  fact, 
incorrect.  And  I  have  heard  this  both  at  the  State  level  and  at  the 
Federal  level. 

I  would  like  for  all  three  of  you,  if  you  could — I  know  several  of 
you  already  have — but  if  you  could  comment  again  on  that,  just 
very  quickly,  because  my  time  is  about  up. 

Mr.  Butler,  we  will  start  with  you. 

Mr.  Blt^ler.  I  would  say  those  stats  are  wrong.  I  would  not 
think  it  is  30  or  40  percent.  I  think  Senator  Kennedy  hit  the  nail 
on  the  head  when  he  said  it  was  productivity.  I  think  you  are  trip- 
ping over  $100  bills  to  save  dimes.  I  guarantee  you,  it  has  been  my 
experience  that  a  lot  of  these  nonDavis-Bacon  jobs  have  cost  over- 
runs, they  have  change  orders,  and  they  wind  up — you  may  save 
a  little  bit  on  the  front,  but  by  the  time  that  job  is  through,  it  has 
been  my  experience  that  you  are  not  saving. 

And  what  if  somebody  gets  killed?  What  about  the  lawsuits 
there?  Now  you  are  probably  out  of  business.  And  believe  me,  it 
has  not  been  my  experience  tnat  nonDavis-Bacon — they  re  not  safe, 
the  ones  I  have  been  on.  Like  I  said,  the  one  at  Howard,  they  did 
not  even  have  the  proper  signs  posted. 

Senator  DeWine.  Mr.  Butler,  a  summary  of  your  testimony — and 
correct  me  if  I  am  wrong — is  that  while  you  do  not  dispute  that 
there  is  some  difference  in  price,  you  are  saying  the  difference  is 
basically  accountable  in  regard  to  skill  and  safety? 
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Mr.  Butler.  Sure. 

Senator  DeWine.  All  right.  Mr.  Hess? 

Mr.  Hess.  Senator,  obviously,  Mr.  Butler  and  I  disagree.  There 
is  absolutely  no  difference  in  safety  or  productivity  between  Davis- 
Bacon  work  and  nonDavis-Bacon  work.  In  fact,  to  the  contrary,  as 
far  as  mechanic  to  mechanic,  our  productivity  increases  are  in  the 
use  of  blended  crews,  use  of  helpers,  use  of  advanced  helpers,  jun- 
ior mechanics. 

I  gave  an  example  of  a  mechanic  making  $18  an  hour  or  $36,000 
a  year.  I  do  not  know  where  Senator  Kennedv  got  his  figures,  but 
they  are  only  showing  1,400  to  1,600  average  hours  worked — in  my 
firm  alone  in  this  area,  certainly,  we  are  not  adversely  affected  by 
the  weather,  but  our  people  average  over  2,000  hours  a  year  in  this 
area.  So  you  can  play  around  with  the  figures  all  you  want,  but  I 
certainly  think  that  $35,000  to  $40,000  a  year  is  a  fair  wage  com- 
pared to  other  industries  out  there. 

Senator  DeWine.  How  about  my  specific  question,  if  I  could?  Is 
it  being  administered  incorrectly  in  the  sense  that  if  you  look  at 
what  the  statute  says — and  I  have  it  in  front  of  me,  but  I  will  not 
bother  to  re-read  it — the  argument  often  is  made  that  the  statute 
is  just  not  even  being  applied,  that  it  is  not  the  prevailing  wage 
in  the  community  that  is  used,  and  what  the  Government  admin- 
isters is  a  different  wage  level,  under  Democrats  and  Republicans — 
it  is  just  different.  It  is  not  really  the  true  prevailing  wage  in  the 
area  as  defined  in  the  statute. 

Mr.  Hess.  That  is  absolutely  correct.  In  some  areas  in  Texas, 
where  the  vast  majority  of  the  work  is  done  nonunion  or  open  shop, 
they  have  done  wage  studies  and  wage  surveys,  and  the  Davis- 
Bacon  wage  in  those  areas  is  $12  or  $13  an  hour  because  that  is 
the  prevailing  wage  in  that  area.  In  this  area,  the  prevailing  wage 
typically  is  the  union  wage,  and  that  is  really  not  the  true  prevail- 
ing wage. 

Senator  DeWeste.  Thank  you. 

Senator  Jeffords.  Thank  you,  Senator  DeWine. 

Senator  Mikulski? 

Senator  Mikulski.  First  of  all,  I  want  to  thank  all  who  came  to 
testify  in  this  snowy  climate,  but  I  think  you  are  seeing  that  the 
reception  is  not  chilly.  Mr.  Hess,  I  want  to  particularly  welcome 
you. 

My  question  goes  to — and  I  believe  it  was  either  Mr.  Hess  or  Mr. 
Butler  who  talked  about  people  moving — one  of  the  concerns  that 
I  have  is  the  new  type  of  worker  who  comes  on  construction  jobs. 
Going  back,  the  original  Davis-Bacon  bill  was  to  deal  with  itinerant 
workers,  often  unorganized,  unionized,  who  would  work  for  low 
wages  and  often  engage  in  union-busting  activity.  That  was  the 
original  1931  intent. 

I  believe  in  your  testimony,  you  say  that  that  is  now  out-of-date. 
And  yet  I  note  in  our  own  State  of  Maryland,  Mr.  Hess,  that  often 
there  are  itinerant  workers,  some  citizens,  some  green  card,  some 
not  so  green  card,  who  are  out  there  at  pickup  spots.  I  believe  you 
are  familiar  with  them  particularly  in,  say,  the  Montgomery  Coun- 
ty area.  Also,  I  have  seen  them  on  big  construction  projects  in  Bal- 
timore. 
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This  is  not  against  the  newcomers  in  our  society,  but  often,  I  am 
seeing  regular  construction  workers  being  pitted  against  this  new 
kind  of  migratory  worker,  and  I  wonder  what  your  reaction  is  to 
that,  one,  some  would  then  continue  to  say  why  we  need  strong  en- 
forcement of  our  immigration  laws,  and  number  two,  why  there 
would  be  a  continuing  need  for  Davis-Bacon. 

Mr.  Hess,  do  you  want  to  comment  on  that?  It  is  a  sincere  ques- 
tion, and  we  are  both  familiar  with  the  Maryland  area. 

Mr.  Hess.  There  are  areas  in  the  State  of  Maryland  where  un- 
documented workers  are  available  for  pickup.  I  do  not  know  any 
firms  that  use  that.  I  think  the  difficulty  of  using  a  worker  like 
that  in  the  type  of  projects  that  we  are  v/orking  on  is  certainly  not 
something  that  we  are  interested  in  at  all. 

And  I  think  the  converse  of  that  is  true.  When  the  oil  patch 
areas  in  Texas,  Louisiana,  and  the  Gulf  area  were  slowing  down, 
we  had  tons  of  migrant  workers  coming  into  our  area  from  Texas 
and  Louisiana,  working  on  Davis-Bacon  projects.  A  lot  of  union 
workers  were  working  for  a  lot  of  open  shop  firms  like  myself,  with 
their  cards  in  their  shoes  or  whatever  the  union  boys  like  to  talk 
about  they  do.  But  they  are  travelling  to  our  area;  they  are  follow- 
ing the  Davis-Bacon  work  in  our  area.  And  that  really,  in  essence, 
is  the  absolute  opposite  of  what  it  was  intended  to  do.  It  was  in- 
tended to  protect  local  labor,  and  the  result  of  that  is  not  in  fact 
what  has  happened,  and  people  are  traveling  from  scale  job  to  scale 
job,  from  State  to  State. 

Senator  Mikulski.  I  see.  Let  me  ask  one  other  question — and  by 
speaking  with  Mr.  Hess,  I  am  really  including  everyone  on  the 
panel.  Mr.  Hess,  you  outlined  the  prevailing  rate  for  Federal  jobs, 
like  at  NIH  and  so  on,  to  be  about  $25  an  hour,  and  the  nonDavis- 
Bacon  to  be  about  $13  an  hour.  And  my  question  is  let  us  just  say 
we  eliminate  Davis-Bacon — of  course,  you  know  my  position,  but  in 
the  courtesy  of  this  conversation — do  you  believe,  then,  that  the  bid 
on  Federal  projects  would  be  cut  in  half,  or  would  we  then  see  what 
we  have  seen  when  jobs  have  gone  overseas?  And  if  I  could  use  a 
ladies'  analogy,  I  wear  a  blouse  that  was  made  in  a  foreign  country. 
It  is  very  hard  for  a  lady  to  get  a  blouse  made  in  America  now. 
And  yet,  I  am  still  paying  $50  a  blouse.  But  it  is  not  going  to  the 
workers  in  Taiwan  or  in  Indonesia.  So  my  question,  then,  is  would 
we  continue  to  pay  the  same  in  construction,  but  it  would  not  go 
to  the  workers. 

Mr.  Hess.  No.  What  would  happen  would  be  exactly  what  has 
happened  in  the  private  sector.  You  would  have  that  savings  in 
your  construction  dollar.  In  other  words,  you  project  would  come  in 
cheaper. 

There  is  a  documented  case  in  Montgomery,  County,  MD,  where 
Washington  Grove  Elementary  School  was  bid  prevailing  wage  in 
the  1980's  and  was  pulled  back  and  rebid  nonprevailing  wage. 
There  was  a  17  percent  saving  on  the  bids  on  that  project. 

And  I  want  to  stress  in  the  figures  that  I  did,  the  savings  is  not 
necessarily  in  the  differential  between  a  mechanic  on  a  Davis- 
Bacon  project  and  a  mechanic  on  a  nonDavis-Bacon  project.  That 
differential — it  may  be  the  same  dollars  paid,  it  may  be  a  $2  or  $3 
differential  per  hour.  The  biggest  differential  is  in  the  crew  wage 
rates.  We  are  allowed  to  use  crew  mixes  of  helpers.  We  can  go  out 
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and  hire  people  form  the  economy  in  downtown  Washington,  DC  to 
work  on  our  projects.  They  do  not  have  to  be  a  registered  appren- 
tice in  a  program;  they  could  be  a  pre-apprentice.  We  can  work 
these  people.  They  can  handle  material,  they  can  move  material 
around  the  site. 

Senator  Mikulski.  So  you  are  talking  about  flexibility;  is  that 
correct? 

Mr.  Hess.  Absolutely. 

Senator  Mikulski.  That  is  one  of  the  issues.  And  then  the  other, 
I  was  struck  by  in  your  testimony,  and  on  which  !  am  sympathetic, 
is  the  time  flexibility — in  other  words,  if  we  are  looking  at  a  40- 
hour  week  as  compared  to  an  8-hour  day.  Certainly,  those  of  us 
who  have  been  concerned  about  families  have  talked  about  flexibil- 
ity, and  sometimes  it  is  easier  just  to  get  the  job  done  for  the  day. 

Mr.  Hess.  Senator,  we  talked  about  this  in  hearings  in  Annapolis 
years  ago,  and  that  was  a  big  no-no  with  the  unions  then.  I  have 
crews  that  work  on  the  Eastern  ^r^hore  in  Cambridge,  who  come 
over  and  work  on  a  new  stadium,  Byrd  Stadium,  for  the  University 
of  Maryland,  and  it  would  be  wonderful  for  them  to  have  to  drive 
four  times  a  week  and  have  a  3-day  weekend,  and  work  four  10- 
hour  days.  They  cannot  do  that  on  a  project  in  the  State  of  Mary- 
land. If  they  had  to  commute  one  less  time,  that  would  be  a  20  per- 
cent savings  in  their  commute  right  there. 

Senator  Mikulski.  My  time  is  up.  Thank  you  very  much  for  your 
answer, 

Mr.  Butler.  I  would  like  to  address  one  thing.  You  talked  about 
the  workers  out  there,  where  you  drive  by  and  pick  them  up.  Well, 
I  am  familiar  with  a  place  right  here  in  Washington,  DC  that  hap- 
pens to  be  a  soup  kitchen,  and  I  see  contractors — I  saw  them  this 
morning — I  see  them  every  morning  coming  through  there,  picking 
up  these  workers  from  a  soup  kitchen.  Now,  some  of  these  people 
may  not  even  be  in  the  greatest  of  shape  to  be  climbing  all  over 
buildings.  But  aside  from  that,  they  usually  do  not  have  the  proper 
footwear;  they  do  not  even  have  hardhats.  And  I  have  visited  some 
of  these  construction  sites,  and  they  are  far  from  safe,  far  from 
safe.  There  are  many  contractors  out  there  who  do  this — some  do 
not.  A  lot  of  them  do  not,  also — I  will  have  to  modify  that.  But 
there  are  a  large  number  of  them  who  will  go  by,  and  they  will  pick 
up  homeless  people,  whatever.  There  is  no  way  in  the  world  you 
are  going  to  have  a  safe  worker  that  way.  It  does  not  work. 

Senator  Jeffords.  Thank  you.  Senator  Mikulski. 

Senator  Ashcroft? 

Senator  Ashcroft.  Thank  you  very  much,  Mr.  Chairman. 

I  would  like  to  thank  the  members  of  the  panel,  and  I  would  just 
like  to  ask  a  generalized  question. 

Do  any  of  you  know  of  any  data  that  indicate  that  the  quality 
of  work  done  on  nonDavis-Bacon  projects  is  inferior  to  the  quality 
of  work  done  on  Davis-Bacon  projects? 

Mr.  Butler.  Yes;  I  know  of  a  whole  volume  of  data.  I  could  fill 
this  table  up  with  it  if  you  wanted  me  to. 

Senator  Ashcroft.  You  do  70  percent  nonDavis-Bacon  work  and 
30  percent  Davis-Bacon. 

Mr.  Butler.  Currently. 
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Senator  Ashcroft.  Is  your  work  of  lower  quality  on  those 
projects,  your  70  percent? 

Mr.  Butler.  No,  absolutely  not,  no. 

Senator  Ashcroft.  Would  you  mind  providing  those  studies  to 
the  committee  which  show  that  nonDavis-Bacon  work  is  lower 
quality  than  Davis-Bacon  work? 

Mr.  Butler.  I  can  do  that.  What  time  frame  are  we  working 
with? 

Senator  Ashcroft.  You  can  just  provide  it  to  the  committee 
when  you  get  your  hands  on  it,  really. 

Mr.  Butler.  Very  well. 

Senator  Ashcroft.  Mr.  Hess,  do  you  have  any  indication? 

Mr.  Hess.  Senator,  I  would  be  happy  to  furnish  you  with  all 
kinds  of  data  showing  that  the  productivity,  the  safety,  accident 
rates  on  open  shop  or  merit  shop  work  compared  to  Davis-Bacon 
work  is  in  fact  superior. 

But  we  are  comparing  apples  and  oranges  here.  What  somebody 
is  being  paid,  as  determined  by  an  artificially  set  wage  rate  has 
nothing  at  all  to  do  with  the  inspection  that  the  Government  is 
doing  on  the  job,  the  quality  control  that  is  going  on  on  the  job,  the 
OSHA  inspections  that  are  done  on  the  job,  the  safety  require- 
ments that  re  required  of  contractors.  We  are  talking  about  two  dif- 
ferent things,  and  the  unions  constantly  try  to  throw  this  up,  that 
the  rest  of  the  industry  is  not  training,  is  more  unsafe.  The  pure 
statistics  are  contrary  to  that. 

Senator  Ashcroft.  So  the  OSHA  laws  are  the  same  whether  it 
is  a  Davis-Bacon  job  or  not? 

Mr.  Hess.  Of  course,  they  are. 

Senator  Ashcroft.  And  the  specifications  in  the  contract  are  the 
same,  whether  it  is  Davis-Bacon  or  nonDavis-Bacon? 

Mr.  Hess.  The  contract  specifications  are  the  same,  the  quality 
requirements  are  the  same,  whether  we  hire  a  young  fellow  to  help 
carry  rebar  to  put  in  a  concrete  slab,  and  pay  him  $10  as  a  starting 
wage — to  take  him  out  of  a  project  somewhere  and  have  him  start 
learning  something,  we  cannot  do  that  on  a  Davis-Bacon  project. 
But  the  fact  that  he  is  paid  $10  an  hour  hauling  a  thing  of  wire 
to 

Senator  Ashcroft.  The  worker  compensation  laws  for  the  work- 
ers are  the  same,  whether  it  is  on  Davis-Bacon  or  not. 

Mr.  Hess.  Exactly.  They  are  the  same  whether  they  are  on  a 
Davis-Bacon  project  or  a  private  project. 

Mr.  BOEHLJE.  I  think  our  experience  is  that  we  could  find  no  le- 
gitimate studies  that  provide  any  particular  correlation  between 
lower  safety,  lower  effectiveness  on  nonDavis-Bacon  projects  as  op- 
posed to  Davis-Bacon  projects. 

The  big  issue  that  we  consistently  run  into  is  the  application  of 
either  the  Federal  or  the  State  mini  Davis-Bacon  Act,  where  they 
have  just  resulted  in  a  tremendous  difference  in  cost  of  the  project. 
And  there  is  a  strong,  strong  perception  out  there  that  that  labor 
rate  under  the  Davis-Bacon  interpretation  is  artificially  inflated. 

We  did  an  anecdotal  study  out  of  West  Virginia  in  a  1979  project 
where  the  local  construction  contract  rates  would  have  built  that 
facility  at  about  $52  per  square  foot;  under  Davis-Bacon — their  ver- 
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sion  in  West  Virginia — it  came  in  at  $79.  That  was  not  the  prevail- 
ing rate  in  that  community  at  that  particular  time. 

Senator  ASKCROFT.  So  there  is  a  problem  in  computing  prevail- 
ing rates  fairly 

Mr.  BOEHLJE.  Apparently,  there  is  a  big  problem.  The  perception 
is  that  they  just  are  not  accurate. 

Senator  Ashcroft.  Let  me  ask  this  question.  Do  school  districts 
and  other  entities  sometimes  resort  to  private  construction  in 
nonDavis-Bacon  settings  and  leases  or  purchases?  Is  that  an  avail- 
able way  to  avoid  the  inflated  cost? 

Mr.  BoEHLJE.  In  the  States  that  have  the  mini  Davis-Bacon 
laws,  that  is  usually  not  an  available  alternative  to  them.  They 
have  to  go  out  and  get  those  funds,  usually  under  a  local  bidding 
procedure,  and  they  are  not  able  to  get  around  the  provisions  of  the 
Act  easily. 

If  they  are  trying  to  make  some  progress  in  that  area,  they  are 
going  to  be  looking  to  their  local  legislators  to  reinterpret  the  law. 

Mr.  Ashcroft.  Thank  you,  Mr.  Chainnan. 

Senator  Jeffords.  Senator  Pell,  we  have  a  vote  on,  and  I  would 
like  to  be  able  to  discharge  this  panel  before  we  go  vote,  and  we 
have  about  10  minutes  left.  So  if  you  would  please  proceed. 

Senator  Pell.  Thank  you  very  much.  I  thank  you,  Mr.  Chairman 
and  Madam  Chairman,  the  Senator  from  Kansas,  for  holding  this 
hearing  this  morning. 

As  we  all  know,  the  Davis-Bacon  Act  was  created  to  combat  very 
real  abuses  in  construction  contracting  using  Federal  funds.  I  real- 
ize the  need  for  these  safeguards  may  have  abated  over  the  years, 
in  large  part  because  the  program  itself  was  successful  in  eliminat- 
ing the  abuses.  But  I  also  recognize  that,  like  so  many  other  indus- 
tries, the  construction  industry  has  undergone  a  metamorphosis.  So 
there  may  be  a  need  for  adjustments  or  changes  in  Davis-Bacon. 
But  I  know  that  I  have  yet  to  be  persuaded  that  the  program 
should  be  eliminated,  lest  we  return  to  the  day  when  cheap  labor 
produces  shoddy  construction.  And  cheap  labor  in  itself  is  some- 
thing we  obviously  want  to  avoid. 

Thank  you  again. 

Senator  Jeffords.  I  want  to  thank  the  panel  for  excellent  testi- 
mony. This  is  a  very  difficult  area  and  one  that  impacts  upon  lives, 
as  we  recognize. 

So  I  appreciate  your  very  candid  and  very  helpful  testimony. 
Thank  you  very  much. 

We  will  now  recess,  and  Senator  DeWine  will  resume  the  com- 
mittee hearing  when  he  returns. 

[Recess.] 

Senator  DeWine.  [presiding.]  Our  next  panel  includes  Bernard 
Anderson,  assistant  secretary  for  the  Employment  Standards  Ad- 
ministration, U.S.  Department  of  Labor;  Mr.  Armand  Thieblot,  an 
economist,  formerly  at  the  University  of  Maryland;  Robert 
Georgine,  president  of  the  Building  and  Construction  Trades  Coun- 
cil located  in  Washington,  DC;  and  Maurice  Baskin,  an  attorney  at 
the  Venable,  Baetjer  law  firm  in  Washington,  DC  and  counsel  to 
the  Coalition  to  Repeal  Davis-Bacon. 

Thank  you  all  very  much  for  joining  us. 

Mr.  Anderson,  would  you  like  to  lead  off? 
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STATEMENTS  OF  BERNARD  E.  ANDERSON,  ASSISTANT  SEC- 
RETARY, EMPLOYMENT  STANDARDS  ADMINISTRATION,  U.S. 
DEPARTMENT  OF  LABOR,  WASHINGTON,  DC;  ARMAND  J. 
THIEBLOT,  ECONOMIST,  BALTIMORE,  MD;  ROBERT  A. 
GEORGINE,  PRESIDENT,  BUILDING  AND  CONSTRUCTION 
TRADES  DEPARTMENT,  AFL-CIO,  WASHINGTON,  DC;  AND 
MAURICE  BASKIN,  LAW  FIRM  OF  VENABLE,  BAETJER,  HOW- 
ARD AND  CIVILETTI,  ON  BEHALF  OF  THE  COALITION  TO  RE- 
PEAL THE  DAVIS-BACON  ACT 

Mr.  Anderson.  Thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee.  We  appreciate  the  opportunity  to  present 
testimony  on  the  Davis-Bacon  and  on  the  legislation  S.  141,  which 
would  repeal  this  important  law  which  protects  American  workers. 

At  the  outset,  let  me  State  that  the  administration  is  opposed  to 
the  repeal  of  this  law  and  committed  to  retaining  the  protections 
it  affords  working  people  employed  on  Federal  construction  con- 
tracts. 

I  am  hopeful  that  as  Congress  proceeds  with  its  review  of  this 
law,  the  bipartisan  support  which  has  existed  for  it  in  the  past  will 
continue. 

The  principle  underlying  this  law  is  a  simple  one:  To  assure  that 
the  Federal  Government's  extensive  purchasing  activity  does  not 
have  the  unintended  effect  of  depressing  workers'  wages. 

Because  the  construction  sector  is  labor-intensive  and  because 
the  Federal  Grovernment  endeavors  to  minimize  its  costs,  one  of  the 
easiest  ways  to  lower  bid  prices  is  to  cut  labor  costs.  The  primary 
purpose  of  the  law  is  to  assure  that  Federal  spending  practices  do 
not  undercut  the  wages  of  hardworking  people  and  do  not  put  local 
contractors  and  their  employees  in  an  unfair  competitive  situation. 

We  agree  that  there  is  a  need  for  fundamental  reform  of  the 
Davis-Bacon  Act  to  reflect  changes  which  have  occurred  in  the  con- 
struction industry  and  work  force  during  the  last  half-century. 
That  is  why  the  administration  took  the  lead  last  year  in  develop- 
ing a  balanced  and  comprehensive  approach  to  reforming  and  up- 
dating the  Act,  while  maintaining  essential  labor  standards  protec- 
tions for  construction  workers.  That  reform  proposal,  as  you  know, 
was  submitted  to  Congress,  but  no  action  was  taken  on  it. 

While  we  agree  with  those  who  advocate  reform  of  the  Davis- 
Bacon  Act,  we  strongly  disagree  with  those  who  believe  the  Act 
should  be  repealed.  We  strongly  urge  that  this  committee  work 
with  the  administration  to  develop  an  acceptable  reform  proposal. 

I  would  now  like  to  briefly  explain  why  we  believe  the  Davis- 
Bacon  Act  must  be  retained,  and  in  so  doing  I  will  also  address  ar- 
guments that  are  often  made  to  justify  its  repeal. 

The  basic  purpose  of  the  Act,  to  assure  that  Federal  spending 
practices  do  not  undercut  locally  prevailing  wages  in  the  construc- 
tion industry,  is  as  relevant  today  as  it  was  in  1931.  Maintenance 
of  the  prevailing  wage  requirements  for  Federal  construction  con- 
tracts benefits  all  parties  involved — construction  workers,  their 
families  and  communities,  the  construction  industry  and  individual 
construction  firms,  and  the  taxpayers.  With  repeal  of  Davis-Bacon, 
we  believe  all  would  lose. 

More  than  half  a  million  construction  workers  would  be  big  los- 
ers if  the  Act  is  repealed  because  they  will  suffer  reduced  earnings 
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and  a  lower  standard  of  living.  Despite  popular  misconceptions, 
these  workers  generally  have  modest  earnings,  and  they  need  the 
Act's  protections.  Earnings  of  construction  workers  are  limited  by 
the  seasonal  nature  of  the  work  in  many  areas  and  by  periods  of 
unemployment  and  underemployment.  In  1994,  the  average  annual 
earnings  for  construction  workers  were  less  than  $34,000. 

I  might  add  that  if  you  look  at  the  chart,  you  will  see  that  work- 
ers in  this  category  are  the  ones  who  have  been  losing  real  earn- 
ings since  1979.  These  are  the  very  workers  that  we  are  talking 
about  whose  wages  would  be  depressed,  their  earnings  would  be 
depressed,  and  their  standard  of  living  would  be  eroded  if  v^e  re- 
peal the  Davis-Bacon  Act. 

Labor  costs  are  an  important  component  of  total  construction 
costs.  Because  of  the  requirement  in  the  Federal  procurement  sys- 
tem to  award  construction  contracts  to  the  lowest  bidder,  the  repeal 
of  the  Act  would  likely  shift  the  focus  of  competition  for  Federal 
construction  contracts  from  quality,  efficiency  and  productivity  to 
the  wage  component  of  construction  costs. 

Individual  construction  firms  and  the  construction  industry  as  a 
whole  will  lose  also  if  the  Act  is  repealed.  Construction  contractors 
who  are  committed  to  maintaining  decent  labor  standards  benefit 
from  the  Act  because  by  reducing  the  extent  to  which  wages  play 
a  competitive  factor,  it  permits  them  to  compete  based  more  on 
their  management  skills  and  productivity. 

This  benefit  was  clearly  articulated  in  last  year's  Senate  hearing 
on  the  administration's  Davis-Bacon  Act  reform  proposal  by  the 
president  of  a  minority-owned  company  who  attributed  much  of  the 
success  of  his  firm  to  this  Act.  To  quote  that  witness,  he  said,  "I 
found  that  the  Davis-Bacon  Act,  by  eliminating  wages  as  a  com- 
petitive factor,  creates  a  level  playing  field  on  which  to  compete  for 
Government  contracts  that  provides  an  opportunity  for  companies 
like  mine  to  compete  with  the  large  and  small  contractors  on  the 
basis  of  our  management  ability  and  high  productivity." 

The  Act,  by  ensuring  more  stable  and  predictable  wages,  facili- 
tates the  recruitment,  training  and  retention  of  skilled  construction 
workers.  This  positive  benefit  is  also  enhanced  through  the  Act's 
encouragement  of  apprenticeship  training.  The  law  creates  a  finan- 
cial incentive  for  contractors  to  fund  and  support  apprenticeship 
training  by  allowing  them  to  pay  employees  in  registered  appren- 
ticeship programs  less  than  the  prevailing  wage  otherwise  required 
for  the  job. 

Without  the  Act,  it  may  be  significantly  more  difficult  to  main- 
tain a  sufficient  pool  of  construction  workers  in  this  country.  This 
is  contrary  to  the  path  we  should  be  traveling  in  this  time  of  grow- 
ing global  competition  and  increased  demand  for  high-skilled  labor. 

I  want  to  cut  short  my  statement  in  order  to  honor  your  time, 
Mr.  Chairman.  Let  me  address  some  of  the  major  arguments  that 
are  made  against  the  Davis-Bacon  Act. 

First  and  foremost,  the  notion  that  the  Act  is  no  longer  necessary 
in  today's  market  economy  is  without  merit.  The  benefits  of  the  Act 
far  outweigh  the  inevitable  adverse  consequences  that  will  flow 
from  its  repeal,  as  already  explained. 

Another  oft-repeated  argument  is  that  the  Act  requires  all  con- 
tractors to  pay  union  wages.  The  truth  is  that  of  the  12,500  pre- 
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vailing  wage  schedules  issued  by  the  Department  of  Labor,  only  29 
percent  reflect  all  union  wage  rates,  while  48  percent  of  the  sched- 
ules are  nonunion.  And  the  union  wage  determinations  only  apply 
in  communities  where  most  construction  is  done  under  collective 
bargaining  agreements.  Mixed  schedules,  that  is,  those  that  con- 
tain both  union  and  nonunion  wage  rates,  make  up  the  remaining 
23  percent. 

The  perception  that  the  Davis-Bacon  rate  is  synonymous  with 
the  union  rate  is  a  holdover  from  the  days  more  than  a  decade  ago 
when  the  rate  paid  to  30  percent  of  the  workers  in  a  classification 
could  be  considered  the  prevailing  rate.  This  has  not  been  the  case 
since  1983. 

Yet  another  argument  advanced  in  favor  of  repeal  of  Davis-Bacon 
is  that  the  Act  is  discriminatory  in  origin  and  blocks  the  employ- 
ment of  women  and  minorities  in  the  construction  industry.  On  the 
contrary,  the  Act  protects  all  construction  workers  from  exploi- 
tation and  wage  cutting. 

As  former  Secretary  of  Labor  Ray  Marshall  has  written,  "the 
workers  most  often  victimized  by  unscrupulous  contractors  are  the 
minority  workers." 

Taking  the  issue  of  the  racist  origins  of  Davis-Bacon  first,  there 
is  no  doubt  from  the  legislative  history  that  racist  sentiment  was 
expressed  by  some  congressional  supporters  of  the  law  when  it  was 
enacted  in  1931.  Regardless  of  the  motivation  of  some  regarding 
the  purpose  of  the  Davis-Bacon  Act,  it  cannot  be  disputed  that  the 
core  issue  was  the  cut-throat  competition  for  construction  contracts 
based  on  low  wages  and  substandard  conditions.  And  certainly,  the 
entire  Congress  was  not  motivated  by  racist  intention.  In  this  re- 
gard, it  is  noteworthy  that  in  1993,  the  NAACP,  one  of  the  Nation's 
leading  civil  rights  organizations,  passed  a  resolution  supporting 
the  Davis-Bacon  Act. 

Another  argument  against  Davis-Bacon  is  that  the  Act  is  poorly 
administered,  and  wage  determinations  are  woefully  out-of-date. 
The  Department  of  Labor  has  made  a  number  of  important  im- 
provements in  its  administration  of  the  Act  over  the  past  few  years, 
including  making  wage  determinations  available  on  line,  comput- 
erization of  the  wage  determination  updating  system,  and  improved 
training  and  outreach  efforts. 

The  Department  would  of  course  like  to  be  able  to  conduct  more 
surveys.  However,  resources  are  limited.  Thus  the  prevailing  wage 
survey  program  is  carefully  planned  to  target  those  areas  where 
the  most  Federal  construction  is  planned  and  where  there  is  evi- 
dence that  wage  patterns  have  changed. 

The  Department  is  also  exploring  new  ways  to  reinvent  the  wage 
survey  and  wage  determination  procedures  to  make  them  more 
timely  and  efficient. 

A  final  argument,  which  appears  to  be  the  primary  motivation 
for  wanting  to  repeal  the  Act,  is  the  charge  that  it  is  inflationary 
and  adds  billions  of  dollars  to  the  Federal  budget.  While  huge  sav- 
ings numbers  have  been  tossed  around  over  the  vears,  there  is  no 
commonly  accepted  body  of  evidence  to  support  this  contention.  In 
fact,  the  director  of  the  Congressional  Budget  Office,  Dr.  Robert  D. 
Reischauer,  testified  before  Congress  on  May  4,  1993  that  the  high- 
er wage  rates  do  not  necessarily  increase  costs.  If  these  differences 
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in  wages  were  offset  by  hiring  more  skilled  and  productive  workers, 
no  additional  construction  costs  would  result. 

In  summation,  I  believe  there  is  a  compelling  case  that  the 
Davis-Bacon  Act  is  needed  as  much  today  as  it  was  when  it  was 
enacted.  The  administration  recognizes  the  need  for  fundamental 
reform  in  Davis-Bacon  and  last  year  put  forward  a  balanced  and 
comprehensive  proposal  that  balanced  the  Act's  important  objec- 
tives with  the  administration's  goal  to  streamline  the  Federal  pro- 
curement process  to  reduce  costs  and  improve  efficiency. 

Let  me  reiterate  the  administration's  strong  opposition  to  repeal 
of  the  Davis-Bacon  Act.  We  believe  it  affords  essential  protections 
to  workers  employed  on  Federal  construction  contracts.  It  also  ben- 
efits legitimate  contractors  and,  in  the  bigger  picture,  the  tax- 
payers. 

While  we  have  a  shared  interest  in  finding  ways  to  make  Gov- 
ernment smaller  and  work  better,  we  should  not  be  looking  to  do 
so  by  taking  money  out  of  the  pockets  of  hardworking  Americans 
who  believe  in  this  Nation's  promise  and  are  working  hard  to 
achieve  it. 

We  would  strongly  urge  that  in  reviewing  the  Act,  you  obtain  a 
cross-section  of  views  fi*om  the  affected  parties,  including  in  par- 
ticular from  the  workers  who  will  suffer  if  this  Act  is  repealed.  We 
also  hope  that  you  will  accept  our  offer  to  work  together  to  develop 
an  acceptable  proposal  to  bring  about  meaningful  and  balanced  re- 
form of  the  Act. 

We  have  information,  Mr.  Chairman,  available  on  the  Davis- 
Bacon  Act  that  I  ask  be  included  in  the  record  of  the  hearing.  It 
provides  some  of  the  details  on  the  administration  of  the  Davis- 
Bacon  Act  and  other  statistical  information  that  I  think  is  relevant 
to  this  discussion. 

Thank  you  very  much. 

Senator  DeWine.  It  will  be  included,  Mr.  Secretary.  Thank  you 
very  much. 

[The  prepared  statement  of  Mr.  Anderson  with  attachments  fol- 
lows:] 

Prepared  Statement  of  Bernard  E.  Anderson,  Assistant  Secretary 
Employment  Standards  Administration,  U.S.  Department  of  Labor 

Thank  you  for  the  opportunity  to  present  testimony  on  the  Davis-Bacon  Act  and 
your  legislation — S.  141 — which  would  repeal  this  important  law  which  protects 
working  Americans. 

At  the  outset,  let  me  state  that  the  Administration  is  opposed  to  the  repeal  of  this 
law  and  committed  to  retaining  the  protections  it  affords  working  people  employed 
on  Federal  construction  contracts.  I  am  hopeful  that  as  Congress  proceeds  with  its 
review  of  this  law,  the  bipartisan  support  which  has  existed  for  it  in  the  past  will 
continue. 

The  principle  underlying  this  law  is  a  simple  one — to  assure  that  the  Federal  Gov- 
ernment's extensive  purchasing  activity  does  not  have  the  unintended  of  depressing 
workers'  wages.  Because  the  construction  sector  is  labor  intensive,  and  because  the 
Federal  Government  endeavors  to  minimize  its  costs,  one  of  the  easiest  ways  to 
lower  bid  prices  is  to  cut  labor  costs.  The  primary  purpose  of  the  law  is  to  assure, 
by  requiring  the  payment  of  locally  prevailing  wages,  that  Federal  spending  prac- 
tices do  not  undercut  the  wages  of  hard-working  people  who  aspire  to  the  middle- 
class  and  do  not  put  local  contractors — and  their  employees — in  an  unfair  competi- 
tive situation. 

We  agree  that  there  is  a  need  for  fundamental  reform  in  the  Davis-Bacon  Act  to 
reflect  changes  which  have  occurred  in  the  construction  industry  and  work  force 
during  the  last  half  century.  That  is  why  the  Administration  took  the  lead  last  year 
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in  developing  a  balanced  and  comprehensive  approach  tx)  reforming  and  updating 
the  Act  while  maintaining  essential  labor  standards  protections  lor  construction 
workers.  That  reform  proposal,  as  you  know,  was  submitted  to  Congress  but  no  ac- 
tion was  taken  on  it. 

Madam  Chairwoman,  while  we  agree  with  those  who  advocate  reform  of  the 
Davis-Bacon  Act  and  are  prepared  to  work  to  bring  this  about,  we  strongly  disagree 
with  those  who,  for  a  variety  of  reasons,  believe  the  Act  should  be  repealed.  Accord- 
ingly, we  strongly  urge  that  this  Committee  work  with  the  Administration  to  de- 
velop an  acceptable  reform  oroposal. 

I  would  now  like  to  briefly  explain  why  we  believe  the  Davis-Bacon  Act  must  be 
retained.  In  doing  so,  I  will  also  address  arguments  that  are  often  made  to  justify 
its  repeal. 

WHY  THE  DAVIS-BACON  ACT  IS  STILL  NEEDED 

The  basic  purpose  of  the  Act — to  assure  that  Federal  spending  practices  do  not 
undercut  locally  prevailing  wages  in  the  construction  industry — is  as  relevant  today 
as  it  was  in  1931. 

Maintenance  of  the  prevailing  wage  requirement  for  Federal  construction  con- 
tracts can  benefit  all  parties  involved — construction  workers,  their  families  and  com- 
munities; the  construction  industry  and  individual  construction  firms;  and  the  tax- 
pavers.  With  repeal  of  Davis-Bacon,  we  believe  all  would  lose. 

More  than  a  half  million  construction  workers  would  be  big  losers  if  the  Act  is 
repealed  because  they  will  suffer  reduced  earnings  and  a  lower  standard  of  living. 
Despite  popular  misconceptions,  these  workers  generally  have  modest  earnings  and 
need  the  Act's  protections.  Earnings  of  construction  workers  are  limited  by  the  sea- 
sonal nature  of  the  work  in  many  areas  and  by  periods  of  unemployment  and 
underemployment  even  in-season.  Data  for  1994  show  that  construction  workers'  av- 
erage annual  earnings  were  under  $30,000.  Moreover,  the  construction  industry  is 
very  susceptible  to  economic  fluctuations  which  bring  on  periods  of  high  unemploy- 
ment and  underemployment  in  the  industry. 

Lower  wages,  reduced  earnings  and  an  erosion  of  the  standard  of  living  for  many 
construction  workers  will  be  an  inevitable  consequence  of  repeal  of  the  Act.  Labor 
costs  are  an  important  component  (probably  about  one-third)  of  total  construction 
costs.  Given  that  there  is  a  significant  emphasis  in  the  Federal  procurement  system 
on  awarding  construction  contracts  to  the  lowest  bidder,  repeal  of  the  Act  would 
likely  shift  the  focus  of  competition  for  Federal  construction  contracts  from  quality, 
efficiency  and  productivity  to  the  wage  component  of  construction  costs.  Without  the 
statute,  contractors  could  be  driven  to  compete  for  Federal  contracts  by  reducing 
their  labor  costs,  rather  than  improving  their  workers'  skills  and  productivity. 

Without  the  prevailing  wage  requirement,  local  workers  could  be  faced  with  the 
option  of  either  accepting  employment  on  Federal  jobs  at  lower  wages,  or  risk  losing 
out  to  workers  brought  in  from  a  lower-wage  area.  In  addition,  in  the  absence  of 
a  prevailing  wage  requirement,  current — perhaps  temporary  or  short-term — employ- 
ment conditions  in  the  relevant  labor  market  would  dictate  the  wage  offers  in  com- 
petitive bidding.  If,  as  is  often  the  case,  the  Federal  project  represents  a  significant 
increase  in  the  demand  for  local  construction  labor,  there  would  be  a  tendency  for 
some  bidders  on  the  project  to  depress  the  area  wage  rate  for  construction  workers 
as  the  unemployed  are  drawn  toward  the  Federal  project  or  outside  workers  willing 
to  work  for  lower  wages  are  favored.  As  a  result,  the  repeal  of  the  prevailing  wage 
requirement  will  put  downward  pressure  on  wage  rates  generally  for  construction 
workers  in  such  areas. 

Individual  construction  firms  and  the  construction  industry  as  a  whole  may  also 
'ose  if  the  Act  is  repealed.  Construction  contractors  who  are  committed  to  maintain- 
ing decent  labor  standards  benefit  from  the  Act  because,  by  reducing  the  extent  to 
v^hich  wages  play  a  competitive  factor,  it  permits  them  to  compete  oased  more  on 
their  management  skills  and  productivity.  This  benefit  was  clearly  articulated  at 
last  year's  Senate  hearing  on  tne  Administration's  Davis-Bacon  Act  reform  proposal 
by  the  president  of  a  minority-owned  company  who  attributed  much  of  the  success 
of  his  firm  to  the  Act.  To  quote  that  witness,  he  said  "I  found  that  the  Davis-Bacon 
Act,  by  eliminating  wages  as  a  competitive  factor,  creates  a  level  playing  field  on 
which  to  compete  for  government  contracts  that  provides  an  opportunity  for  compa- 
nies like  mine  to  compete  with  large  and  small  contractors  on  the  basis  of  our  man- 
agement ability  and  high  productivity." 

Individual  contractors  and  the  industry  benefit  as  well  because,  in  discouraging 
competition  based  on  the  payment  of  substandard  wages,  the  Act  promotes  a  greater 
availability  of  skilled  construction  workers.  Payment  of  substandard  wages  offers  lit- 
tle attraction  for  individuals  to  seek  to  enter  and  obtain  the  skills  needed  for  em- 
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ployment  in  the  construction  industry,  especially  in  light  of  the  seasonality  and  in- 
herently temporary  nature  of  the  work.  The  Act,  by  ensuring  more  stable  and  pre- 
dictable wages,  facilitates  the  recruitment,  training  and  retention  of  skilled  con- 
struction workers. 

This  positive  benefit  is  also  enhanced  through  the  Act's  encouragement  of  appren- 
ticeship training.  The  law  creates  a  financial  incentive  for  contractors  to  fund  and 
support  apprenticeship  training  by  allowing  them  to  pay  employees  in  registered  ap- 
prenticeship programs  less  than  the  prevailing  wage  otherwise  required  for  the  joD. 
significantly,  to  the  extent  repeal  of  the  Act  diminished  support  for  apprenticeship 
programs,  it  would  also  limit  a  vehicle  which  has  been  used  increasingly  by  women 
ana  minorities  to  gain  access  to  skilled  and  relatively  high-paying  construction  jobs. 

W'.thout  the  Act,  it  may  be  sigriificantly  more  difficult  to  maintain  a  sufiicient  pool 
of  skilled  constiiaction  workers  in  this  country.  This  is  contrary  to  the  direction  we 
should  be  heading  in  this  time  of  growing  global  competition  and  increased  demand 
for  high-skilled  workers. 

Finally,  I  believe  the  taxpayers  will  lose  if  the  Act  is  repealed.  Despite  assertions 
by  some  that  the  government  will  reap  large  savings  in  contract  costs  (which  is  by 
no  means  a  certainty),  it  is  also  likely  that,  given  the  way  labor  markets  operate, 
sa-'/ings  to  be  achieved  through  lower  wages  would  be  offset  by  the  lower  productiv- 
ity ofless  skilled  and  less  experienced  workers.  What  we  would  see  is  an  increasing 
likelihood  of  shoddy  work  as  higher  skilled  and  more  experienced  workers  are  less 
attracted  to  Federal  contract  work  because  of  declining  wages.  This,  of  course,  can 
lead  to  increased  costs  in  both  the  short-  and  longer-term  as  cost  overruns  occur  or 
higher  and  earlier  repair  costs  are  encountered.  While  pajnment  of  prevailing  wages 
does  not  guarantee  quality  work,  it  certainly  makes  it  more  likely  that  the  skilled 
workers  necessary  to  produce  such  work  can  be  attracted  to  Federally-financed  con- 
struction. 

Madam  Chairwoman,  despite  these  benefits,  a  number  of  arguments  are  made 
against  the  Davis-Bacon  Act  that  I  believe  have  little  foundation  in  fact.  I  would 
like  to  address  the  major  ones. 

First  and  foremost,  the  notion  that  the  Act  is  no  longer  necessary  in  today's  mar- 
ket economy  is  without  merit.  The  benefits  of  the  Act  far  outweigh  the  inevitable 
adverse  consequences  that  will  flow  from  its  repeal,  as  already  explained. 

Another  oft  repeated  argument  is  that  the  Act  requires  all  contractors  to  pay 
union  wages.  The  truth  is  that  of  the  12,500  prevailing  wage  schedules  issued  by 
the  Department,  only  about  29  percent  reflect  all  union  wage  rates  while  48  percent 
of  the  schedules  are  non-union.  And  the  union  wage  determinations  only  apply 
where  most  construction  done  under  collectively  bargained  agreements.  Mixed 
schedules,  i.e.,  those  that  contain  both  union  and  non-union  wage  rates,  make  up 
the  remaining  23  percent.  The  perception  that  the  Davis-Bacon  rate  is  synonymous 
with  the  union  rate  is  a  holver  from  the  days — more  than  a  decade  ago — when  the 
rate  paid  to  30  percent  of  the  workers  in  a  classification  could  be  considered  the 
prevailing  rate.  This  has  not  been  the  case  since  1983. 

Yet  another  argument  advanced  in  favor  of  repeal  of  Davis-Bacon  is  that  the  Act 
is  discriminatory  in  origin  and  blocks  affirmative  employment  of  women  and  minori- 
ties in  the  construction  industry.  On  the  contrary,  the  Act  protects  all  construction 
workers  from  exploitation  and  wage-cutting.  As  former  Secretary  of  Labor  Ray  Mar- 
shall has  written,  the  "workers  most  often  victimized  by  unscrupulous  contractors 
are  the  minority  workers." 

Taking  the  issue  of  the  racist  origins  of  Davis-Bacon  first,  there  is  no  doubt  from 
the  legislative  history  that  racist  sentiment  was  expressed  by  some  Congressional 
supporters  of  the  law  when  it  was  enacted  in  1931.  Regardless  of  the  motivation 
of  some  regarding  the  purpose  of  the  Davis-Bacon  Act,  it  cannot  be  disputed  that 
the  core  issue  was  the  cut-throat  competition  for  construction  contracts  based  on  low 
wages  and  substandard  conditions.  And  certainly  the  entire  Congress  was  not  moti- 
vated by  racist  intention.  In  this  regard,  it  is  noteworthy  that  in  1993  the  NAACP — 
one  of  the  Nation's  leading  civil  rights  organizations — passed  a  resolution  support- 
ing the  Act. 

Moreover,  disadvantaged  workers  can  be  employed  on  Davis-Bacon  contracts 
under  approved  training  programs  that  ofier  opportunities  for  real  careers  rather 
than  dead-end  jobs  that  could  result  without  the  Act's  framework.  The  Department 
of  Housing  and  Urban  Development's  STEP-UP  apprenticeship  program  is  an  exam- 
ple of  how  the  Act  can  work  in  harmony  with  structured  training  programs  that  pro- 
vide meaningful  employment  opportunities  for  unemployed  public  housing  tenants. 

Another  argument  against  Davis-Bacon  is  that  the  Act  is  poorly  administered9 
and  wage  determinations  are  v/oefully  out-of  date.  The  Department  has  made  a 
number  of  important  improvements  in  its  administration  of  the  Act  over  the  past 
few  years,  including  making  wage  determinations  available  on-line,  computerization 
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of  the  wage  determination  updating  system,  and  improved  training  and  outreach  ef- 
forts. 

The  Department  would,  of  course,  like  to  be  able  to  conduct  more  surveys;  how- 
ever, resources  are  limited.  Thus,  the  prevailing  wage  survey  program  is  carefully 
planned  to  target  those  areas  where  the  most  Federal  construction  is  planned  and 
where  there  is  evidence  that  wage  patterns  have  changed.  Further,  to  the  extent 
that  wage  rates  are  out-of-date,  that  usually  results  in  wage  rates  that  are  too  low 
rather  than  too  high.  The  Department  is  also  exploring  new  ways  to  reinvent  the 
wage  survey  and  determination  processes  to  make  them  more  timely  and  efficient. 

A  final  argument,  which  appears  to  be  the  primary  motivation  for  wanting  to  re- 
peal the  Act,  is  the  charge  that  it  is  infiationary  and  adds  billions  of  dollars  to  the 
Federal  budget.  While  huge  "savings"  numbers  have  been  tossed  around  over  the 
years,  there  is  no  definitive  evidence  to  supoort  them.  The  Director  of  the  Congres- 
sional Budget  office  (CBO),  Robert  D.  Reiscnauer,  testified  before  Congress  on  May 
4,  1993,  that  "higher  wage  rates  do  not  necessarily  increase  costs  ....  If  these 
difTerences  in  wages  were  ofi'set  by  hiring  more  skilled  and  productive  workers  no 
additional  construction  costs  would  result."  As  I  have  explained,  I  believe  the  Act 
promotes  enhanced  quality  and  productivity  commensurate  with  wage  levels  which 
Denefit  workers,  their  families,  and  local  economies. 

Criticisms  of  the  Act  based  on  arguments  about  infiation  and  costs  most  fre- 
auentlv  cite  a  1979  General  Accounting  office  (GAO)  study  advocating  repeal  and 
the  CBO  estimate  that  repeal  of  the  Act  could  save  $3.1  billion  in  construction  costs 
over  the  next  five  years.  Current  CBO  estimates  originate  from  a  1983  study,  which 
used  crude  savings  estimates  in  a  1981  Departmental  regulatory  impact  analysis. 
Changes  in  the  construction  industry,  including  the  1990/91  recession,  the  narrow- 
ing 01  the  gap  between  union  and  non-union  wages,  and  changes  in  our  administra- 
tion of  the  Act  make  these  estimates  unreliable.  The  GAO  has  also  re-examined 
changes  in  the  Act's  administration  since  its  1979  report  and  concluded  that  most 
of  its  earlier  concerns  about  the  wage  survey  process  nave  been  addressed  by  regu- 
latory action  and  increased  automation  efforts. 

To  sum  up,  I  believe  there  is  a  compelling  case  that  the  Davis-Bacon  Act  is  need- 
ed as  much  today  as  it  was  when  enacted. 

CONCLUSION 

Madam  Chairwoman,  as  I  stated  at  the  outset,  the  Administration  recognizes  the 
need  for  fundamental  reform  in  the  Davis-Bacon  Act  and  is  committed  to  making 
this  happen.  The  proposal  the  Administration  put  forward  last  year  was  a  balanced 
and  comprehensive  approach  to  bringing  about  this  reform.  It  balanced  the  Act's  im- 
portant objectives  with  the  Administration's  goal  to  streamline  the  Federal  procure- 
ment process  to  reduce  cost  and  improve  efficiency.  The  proposal  recognized  the 
need  to  adjust  the  Act's  statutory  threshold  for  coverage  ana  provided  for  automatic 
future  adjustment  to  maintain  coverage  based  on  constant  dollar  value.  The  pro- 
posal would  have  eliminated  coverage  of  small  contracts,  many  of  which  are  per- 
formed by  small  businesses.  The  proposal  also  would  have  greatly  simplified  the 
payroll  reporting  requirements  attendant  to  the  Act.  This  would  have  significantly 
benefited  the  procurement  community  by  reducing  the  paperwork  burdens  on  con- 
struction contractors  and  the  How  of  paper  to  Federal  contracting  agencies.  At  the 
same  time,  the  proposal  would  have  maintained  essential  labor  standards  protec- 
tions for  construction  workers  and  made  important  improvements  to  enhance  the 
administration  and  enforcement  of  the  Act. 

In  conclusion,  let  me  reiterate  the  Administration's  opposition  to  repeal  of  the 
Davis-Bacon  Act.  We  believe  it  affords  essential  protections  to  workers  employed  on 
Federal  construction  contracts.  It  also  benefits  legitimate  contractors  and,  in  the 
bigger  picture,  the  taxpayers.  While  we  have  a  shared  interest  in  finding  ways  to 
make  government  smaller  and  work  better,  we  should  not  be  looking  to  do  so  by 
taking  money  out  of  the  pockets  of  hard-working  Americans  who  believe  in  this  Na- 
tion's promise  and  are  working  hard  to  achieve  it.  We  would  strongly  urge  that  in 
reviewing  the  Act  you  obtain  a  cross  section  of  views  from  the  affected  parties,  in- 
cluding, in  particular,  from  the  workers  who  will  be  affected  if  it  is  repealed.  We 
also  hope  that  you  will  accept  our  offer  to  work  together  to  develop  an  acceptable 
proposal  to  bring  about  meaningful  and  balanced  reform  of  the  Act. 

Madam  Chairwoman,  I  have  brought  information  on  the  Davis-Bacon  Act  that  I 
ask  be  included  in  the  hearing  record.  I  would  be  happy  to  respond  to  any  questions 
you  or  the  members  of  the  Committee  may  have. 

Senator  DeWlne.  Mr.  Thieblot? 

Mr.  Thiebix)T.  Thank  you,  Mr.  Chairman  and  Senators. 
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I  will  not  ask  for  equal  time  here.  My  name  is  Armand  Thieblot. 
I  am  an  independent  economist  from  Baltimore,  MD.  I  have  been 
studying  prevailing  wage  laws  for  a  number  of  years.  I  have  writ- 
ten several  books  on  them,  and  I  have  testified  16  times  on  this 
subject,  eight  of  them  here  in  Congress. 

I  have  no  partisan  position  with  the  construction  industry.  I  am 
here  today  simply  as  a  concerned,  informed  citizen. 

I  have  brought  along  some  brief  testimony  which  I  hope  you  will 
have  the  opportunity  to  read  and  which  I  would  ask  be  included 
in  the  record.  Here  is  an  even  briefer  synopsis  of  why  I  feel  Davis- 
Bacon  repeal  is  long  past  due. 

There  are  four  reasons.  First,  repeal  will  save  a  potful  of  money. 
The  Federal  Grovemment  can  save  possibly  6  percent  of  its  public 
works  outlays,  on  the  order  of  perhaps  $2  to  $3  billion  a  year.  Al- 
ternatively, it  could  use  that  money  to  put  in  place  additional  hous- 
ing for  the  homeless,  subways  for  \Vheeling,  WV,  bomb  shelters, 
whatever  it  would  like  to  spend  its  money  on.  As  Everett  Dirksen, 
for  whom  this  building  was  named,  opined  at  one  time:  "A  billion 
here,  a  billion  there — after  a  while,  you  are  talking  real  money." 
Davis-Bacon  is  a  real  money  law,  and  by  repealing  it,  you  will  save 
real  money. 

Second,  repeal  will  help  the  construction  industry.  The  Amish 
are  a  wonderful  people,  but  near  as  I  can  tell,  they  decided  to  dis- 
regard as  much  as  possible  of  the  technological  advances  that  oc- 
curred after  their  sect  was  founded.  Thus  the  Amish  will  cheerfully 
use  windmills  or  hydraulic  pumps  or  illuminating  gas,  but  will  shy 
away  from  electricity  and  automobiles.  We  consider  them  quaint. 
We  should  consider  Davis-Bacon  equally  quaint,  because  Davis- 
Bacon  does  the  same  thing  for  the  construction  industry — it  fixes 
the  craft  demarcations  and  trade  practices  of  the  industry  at  a 
point  in  time  which  happens  to  have  been  65  years  ago,  that  point 
when  Davis-Bacon  was  passed. 

The  whole  helper  business  is  a  case-in-point.  There  were  no  con- 
struction helpers  in  the  construction  industry  in  1930.  Now  there 
are  more  construction  helpers  than  there  are  journeymen  in  a  great 
many  trades.  But  if  you  have  a  Davis-Bacon  job,  you  cannot  hire 
a  helper  unless  you  are  willing  to  pay  that  helper  a  much  higher 
journeyman's  wage  rate. 

Third,  repeal  will  do  no  harm.  The  problems  that  Davis-Bacon 
set  out  to  solve  either  did  not  exist,  disappeared  with  the  Depres- 
sion, or  in  fact  were  solved.  Itinerant,  low-wage  contractors  went 
out  the  window  with  the  two-bit  cut  plug  charred  by  the  stove.  So 
did  the  monopsony  power  of  contractors  to  bid  down  wage  rates  be- 
cause they  were  the  only  game  in  town. 

We  have  to  remember  that  the  construction  that  falls  under 
Davis-Bacon  is  only  20  percent  of  the  construction  that  goes  on  out 
there.  The  other  80  percent  of  the  construction  that  goes  on  in  the 
United  States  is  built  without  Davis-Bacon  provisions. 

Fourth  and  finally,  repeal  of  Davis-Bacon  will  create  thousands 
of  good-paying  jobs.  By  my  estimate,  at  the  stroke  of  a  pen,  with 
no  additional  Federal  budget  outlay — indeed,  with  a  savings  of  sub- 
stantial amounts  of  money — eliminating  Davis-Bacon  will  create 
job  opportunities  for  160,000  people — that  is  the  size  of  the  entire 
population  of  the  city  of  Little  Rock,  AR — that  could  be  put  to 
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work,  taken  out  of  Federal  training  proCTams  or  whatever,  at  no 
cost,  no  expense,  no  action  on  the  part  of  the  Government  save  re- 
pealing Davis-Bacon.  They  would  be  in  decent  jobs,  paying  decent 
money. 

In  conclusion,  if  Davis-Bacon  did  not  exist,  it  seems  inconceivable 
to  me  that  a  committee  like  this  one  might  be  here  today  trying 
to  decide  whether  to  appropriate  $2  or  $3  billion,  to  take  iobs  away 
from  a  larger  number  of  lower-paid  people  and  give  tnem  to  a 
smaller  number  of  higher-paid  people,  to  create  needless  unemploy- 
ment in  the  construction  industry,  to  restrain  development  of  that 
industry,  and  to  force  money  on  people  more  than  willing  to  work 
for  less. 

Senators,  I  have  a  cat  at  home  who  suffers  from  low  self-esteem. 
So  every  night  when  I  give  him  his  cat  food,  I  pat  him  on  the  head, 
and  I  tell  him  what  a  swell  job  he  has  done  again  that  day,  keeping 
our  house  free  from  giraffes.  For  a  small  consideration,  I  would  be 
glad  to  provide  that  cat  to  the  Federal  Government,  put  him  to 
work  to  keep  the  construction  industry  free  from  itinerant,  low- 
wage  contractors  and  low-balling  monopsonistic  employers.  I  am 
sure  he  would  do  just  as  good  a  job  as  the  Davis-Bacon  Act  does, 
and  he  would  do  it  for  a  whole  lot  less. 

Thank  you. 

[The  prepared  statement  of  Mr,  Thieblot  follows:] 

Prepared  Statement  of  A.  J.  Thieblot 

INTRODUCTION 

Prevailing  wage  laws  had  been  on  the  books  for  40  years  when  the  Davis-Bacon 
Act  was  passed  in  1931,  so  the  concept  has  been  at  work  for  over  a  century  and 
Davis-Bacon  for  64  years.  What  has  it  accomplished?  Has  it  yet  done  what  it  set 
out  to  do?  We  know  that  the  direct  and  indirect  expenses  of  the  law  add  thousands 
of  millions  of  dollars  a  year  of  administration,  enforcement,  excess  wages,  and  other 
costs  to  the  bill  for  federal  construction.  We  also  know  that  Davis-Bacon  has  a 
broadly  negative  impact  on  development  and  modernization  of  training  and  work 
practices  in  the  construction  industry.  What  continuing  benefits  is  the  federal  gov- 
ernment buying  for  that?  Finally,  we  have  been  told  by  supporters  to  expect  dire 
consequences  if  Davis-Bacon  is  repealed.  Should  we  worry?  We'll  review  tne  bene- 
fits, the  costs,  and  the  likely  consequences  of  repeal  separately. 

Benefits  Sought  and  Found  by  Davis-Bacon 

original  intent 

Itinerant,  Low-Wage  Contractors. —  Most  of  us  who  have  researched  Davis-Bacon 
know  that  its  original  motivation  reflected  the  common  racial  attitudes  of  its  times. 
These  are  found  in  Congressman  Allgood's  apology  to  Congressman  Bacon  that  an 
Alabama  contractor  using  "cheap  colored  labor"  had  won  the  right  to  build  a  federal 
hospital  in  his  home  district  on  Long  Island,  or  in  AFL  president  William  Green's 
endorsement  of  the  Davis-Bacon  bill  using  similar  language.  Such  outmoded  senti- 
ments aside,  was  Davis-Bacon  successful  in  eliminating  itinerant  low-wage  contrac- 
tors? 

Yes.  Davis-Bacon  or  something  like  it  must  have  been  successful,  because  there 
is  no  evidence  of  continued  existence  of  roving  low-wage  contractors  and  crews.  Al- 
though a  lot  of  construction  work  in  any  given  area  is  done  by  outsiders,  the  out- 
siders tend  to  be  either  specialists  unavailable  locally  (pressure  welders,  high  steel 
workers,  or  the  like),  or  workers  on  heavy,  industrial,  or  highway  jobs  in  remote 
areas  where  demand  has  outstripped  local  supply.  Such  persons  may  be  nonlocal, 
but  they're  not  oflen  cheap.  Score  one  mission  accomplished  for  Davis-Bacon. 

Wage  rate  Floor. —  The  only  other  original  purpose  of  Davis-Bacon  was  to  provide 
a  floor  under  local  wage  rates  so  that  they  coula  resist  the  downward  pressure  ex- 
erted by  unscrupulous  contractors  who  "bid  iobs  down,"  lowering  wage  rates  to  get 
the  contracts  or  to  increase  their  profits  at  the  expense  of  their  workers.  This  takes 
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a  bit  of  explaining,  but  the  argument  is  central  to  the  prevailing  wage  concept.  It's 
not  as  straight  foreward  as  it  seems: 

In  classical  economic  theory,  supply  and  demand  in  a  free  market  are  related  by 
price.  The  market  clears  when  the  combined  self  interests  of  buyers  and  sellers  are 
satisfied  by  a  mutually  advantageous  price.  In  such  a  market,  new  demand  for  an 
existing  supply  causes  the  clearing  price  to  rise.  Assume  a  contractor  on  a  new 
building  needs  crews  of  workers  in  normal  circumstances.  K  they  are  not  readily 
available  at  the  market  rate,  the  contractor  can  only  get  them  by  raising  his  wage 
offer.  Obviously,  offering  below  market  rates  will  do  nothing  to  attract  the  needed 
workers.  Thus,  under  normal  circumstances,  new  government  (or  any  other  type) 
construction  in  an  area  will  either  have  no  impact  on  wage  rates  (if  the  available 
supply  is  large  enough)  or  will  tend  to  move  them  upwards  (if  the  supply  is  inad- 
equate). 

Not  all  circumstances  are  normal.  The  imperfect  market  most  frequentW  dis- 
cussed in  classical  theory  is  monopoly,  a  situation  where  the  single  seller  oi  a  de- 
sired good  can  command  above-market  prices.  Although  it  has  been  argued  that  the 
function  of  trade  unions  is  to  become  monopoly  sellers  of  labor  to  their  trades,  that 
is  a  discussion  for  another  time  and  need  not  concern  us  here.  The  opposite  imper- 
fect market  is  called  monopsony.  This  is  the  situation  where  the  only  buyer  of  an 
available  supply  can  lower  a  price  below  what  would  clear  a  free  market.  This  was 
approximately  the  case,  in  at  least  some  localities,  in  the  construction  industry  dur- 
ing the  depression,  when  the  federal  government  was  about  the  only  game  in  town. 
Assume  there  is  an  available  supply  of  construction  labor  in  an  area  but  the  federal 
government  is  the  only  buyer  or  buildings.  Then  the  contractor  on  federal  work,  as 
the  government's  monosopsonistic  proxy,  could  offer  below-market  wages  which 
workers  would  have  to  accept,  if  they  had  no  alternative  employment  opportunities 
and  could  not  afTord  to  be  idle.  It  is  only  in  this  set  of  circumstances  ana  to  forestall 
that  particular  problem  that  prevailing  wage  laws  were  invented. 

Has  Davis-Bacon  fulfilled  its  purpose  with  respect  to  preventing  monosopsonistic 
excesses?  It  may  have  done  so  early  on,  but  has  been  totally  unneeded  since  the 
depression  for  the  simple  reason  that  as  the  economy  recovered,  private  construction 
began  again  and  contracting  lost  the  element  of  monopsony.  Now,  all  public  works 
construction,  for  state  and  local  as  well  as  federal  governments,  amounts  to  only 
about  20  percent  of  the  industry's  activity,  and  government  is  simply  one  purchaser 
among  many.  Since  there  is  no  monopsony,  there  can  be  no  monopsonistic  excess. 
The  Davis-Bacon  act  here  applies  a  cure  (of  awesome  expense  and  complexity)  to 
a  problem  that  simply  does  not  exist. 

ADDED  RATIONALES 

It  is  not  unusual  for  justifications  or  rationales  for  a  law  to  be  added  to  it  later, 
or  for  its  purposes  to  change  as  time  goes  by.  (The  use  of  RICO  provisions  against 
bond  brokers  comes  to  mind.)  Reviewing  the  arguments  ad-vancea  by  supporters  of 
Davis-Bacon,  I  have  identified  four  such  rationales:  Supporters  of  Davis-Bacon  say 
it  is  necessary  because  1)  Davis-Bacon  levels  the  playing  field  for  union  contractors, 
allowing  them  to  compete  effectively  for  public  worics  contracts;  2)  above-market 
wages  ensure  a  high  level  of  construction  quality  and  "you  get  what  you  pay  for"; 
3)  above  market  wages  boost  local  demand  for  goods  and  services;  and  4)  Davis- 
Bacon  preserves  apprenticeship  programs  that  help  minority  and  women  workers. 
Level  Playing  Field. —  The  argument  goes  like  this:  open  shop  contractors  can  pay 
lower  wage  rates  than  union  contractors;  since  wage  rates  are  a  major  factor  in  con- 
struction costs,  open  shop  contractors  thus  derive  a  natural  bidding  advantage;  gov- 
ernment should  restrict  tnis  advantage  by  increasing  open  shop  wage  rates  to  a  clos- 
er approximation  of  union  ones;  the  result  is  a  greater  number  of  competitors  for 
the  government  work;  greater  competition  is  in  tne  public  interest.  But  the  public 
interest  is  not  served  by  having  greater  competition  if  the  fruits  of  greater  competi- 
tion— greater  efficiency  and  lower  prices — are  cast  aside  to  bring  it  about.  Further- 
more, union  contractors  should  have  no  more  claim  to  such  leveling-through-handi- 
cap  than,  say,  Latino  contractors  would  by  requiring  all  bid  documents  to  be  exclu- 
sively written  in  Spanish.  The  argument  has  no  merit. 

You  Get  What  You  Pay  for.—  Proponents  argue  that  construction  quality  is  im- 
proved because  Davis-Bacon  requires  labor  rates  that  are  higher  than  market,  and 
f)rice  and  quality  go  hand-in-hand.  Many  people  feel  this  is  the  strongest  argument 
or  Davis-Bacon,  so  we  will  spend  a  little  extra  time  on  it.  To  start,  let's  note  that 
paying  a  higher  price  for  the  same  resource  does  not  influence  its  quality  any  more 
than  paying  hi-test  prices  for  regular  gas  makes  the  regular  gas  give  better  mileage. 
So  what  we  must  t^  talking  about  here  is  forced  substitution  of  higher-priced  re- 
sources for  lower-priced  ones,  as  follows:  Since  the  country  deserves  to  have  the 
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highest  quality  and  safest  buildings  that  can  be  built,  only  the  most  qualified  con- 
struction workers  should  be  used  on  public  works  projects;  open  shop  contractors 
with  lesser-skilled,  lower-paid  workers  should  be  encouraged  or  recmired  to  replace 
them  with  higher-priced  ones,  who  will  more  likely  be  highly  skilled  and  make  bet- 
ter buildings.  . 

Sometimes  this  argument  is  accompanied  by  assertions  that  union  workmen  are 
some  percent  more  efiicient  than  nonunion  ones,  and  therefore,  althou^  they  com- 
mand a  higher  wage  rate,  produce  lower  total  labor  costs.  This  assertion  is  not  cred- 
ible for  two  reasons:  first,  if  it  were  true,  there  would  be  no  need  for  unions  to  sup- 
port prevailing  wage  laws  or  otherwise  worry  about  organizing  contractors.  Even 
nonunion  profit  maximizing  contractors  would  jump  at  the  chance  to  lower  their 
total  wage  bills,  so  the  whole  industry  would  quickly  become  union.  It  has  not,  and, 
in  fact,  is  going  the  other  direction.  Open  shop  work  is  an  increasing  proportion  of 
every  construction  sector.  Second,  studies  of  private  construction  cost  diflerentials 
between  union  and  nonunion  construction  have  found  open  shop  tradesmen  to  in- 
stall up  to  48  percent  more  materials  per  dollar  of  labor  cost,  resulting  in  net  sav- 
ings or  total  project  costs  on  the  order  of  6  percent  when  buildings  are  built  using 
open  shop  labor.  The  claimed  efficiencies  of  high-priced  labor  are  unsupported. 

Nevertheless,  we  have  still  to  evaluate  whether  higher- priced  workmen  produce 
higher-quality  output.  Although  there  is  generally  a  relationship  between  price  and 
quality,  it  doesn't  always  apply.  For  example,  the  tasks  of  a  fiagperson  or  a  common 
laborer,  prohibited  from  using  the  tools  of  any  trade,  are  but  little  subject  to  qruality 
enhancement.  Furthermore,  there  is  the  matter  of  quality  level  desired.  Public 
buildings,  like  any  other  product,  can  be  produced  to  various  standards.  It  is  the 
job  of  the  end  user,  his  architect,  and  whoever  produces  the  bid  sp)ecifications  to 
identify  and  prescribe  the  quality  level  desired  in  the  finished  product,  which  may 
well  be  less  than  the  highest  possible  standard.  Marble  facings  and  gold  faucets, 
though  always  possible,  are  not  always  necessary.  In  the  event  that  high  quality 
output  is  sought,  it  is  up  to  the  specifications,  and  later  the  acceptance  inspectors, 
to  ensure  they  are  complied  with.  Higher  mandated  wage  rates  is  too  inefficient  a 
mechanism  for  the  purpose. 

Conferring  and  confirming  presidential  authority  to  use  force  abroad,  and  setting 
forth  governing  principles  ana  required  procedures. 

Boost  Local  Demand. —  A  rationale  advanced  in  support  of  Davis-Bacon  is  that 
the  workmen  who  get  the  above-market  wage  rates  it  specifies  will  have  more 
money  to  spend  than  if  there  was  no  prevailing  wage  requirement,  and  will  spend 
some  of  it  locally,  thus  enhancing  the  local  economy.  This  is  undeniably  true.  Fur- 
thermore, the  argument  is  boundless.  The  local  economy  would  be  improved  even 
more  by  mandating  a  double-prevailing-rate  wage,  and  would  be  staggeringly  boost- 
ed by  requiring  construction  workers  to  be  paid  the  prevailing  professional  baseball 
player  wage  rate.  This  statists'  dream  supports  the  myth  that  federal  money  is  free, 
and  the  more  of  it  spread  around,  the  better.  Such  views  reinforce  the  obsolescence 
of  Davis-Bacon. 

Help  Minorities  and  Women. —  A  Congressional  Research  Service  report  (Whit- 
taker,  12-08-92)  says:  "Repeal  or  weakening  of  the  Act,  some  contend,  would  ad- 
versely affect  apprenticeship  programs  in  the  construction  industry  to  the  disadvan- 
tage of  minority  and  women  workers  who  are  entering  the  apprenticable  crafts  in 
growing  numbers."  This  rationale  for  Davis-Bacon  is  true  only  insofar  as  the  use  of 
formal  apprenticeship  programs  to  develop  skilled  craftsmen  is  almost  wholly  done 
by  unions.  Open  shop  firms  use  a  combination  of  formal  and  on-the-job  training 
methods,  and  employ  subjourneymen  with  titles  such  as  helper,  or  trainee.  Davis- 
Bacon  establishes  no  wage  rates  for  helpers,  trainees,  or  subjourneymen  other  than 
apprentices,  requiring  any  subjourneymen  employed  by  nonunion  firms  on  public 
works  to  be  paid  as  journeymen.  Since  there  are  many  more  women  and  minorities 
in  trainee  positions  in  open  shop  firms  than  there  are  as  registered  apprentices,  re- 
pealing Davis-Bacon  would  work  to  their  net  advantage.  It  might  be  stated  that 
with  respect  to  this  issue,  the  Davis-Bacon  Act  is  good,  but  the  lack  of  a  Davis- 
Bacon  act  is  better. 

SUMMARY  OF  THE  BENEFITS  SOUGHT  AND  FOUND  BY  DAVIS-BACON 

Davis-Bacon  may  have  succeeded  in  ridding  the  country  of  itinerant,  low-wage 
contractors.  It  provided  a  wage  fioor  and  possibly  protected  construction  wage  rates 
from  being  driven  downward  oy  the  monopsony  power  of  government  contractors  at 
a  time  when  government  was  about  the  only  buyer  of  buildings  and  construction 
work.  Now  that  government  is  only  one  buyer  among  many  (and  the  safety  nets  of 
minimum  wage  and  unemployment  insurance  are  in  place),  such  support  is  not  nec- 
essary. 
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Analysis  of  the  other  rationales  advanced  for  Davis-Bacon  confirm  that  benefits 
to  the  act  are  limited  to  unionized  contractors  and  the  fortunate  few  hi^-priced 
(and  perhaps  highly  skilled)  workers  to  whom  Davis-Bacon  transfers  jobs  and  in- 
come from  lower-priced,  more  efficient  firms  and  workers.  It  does  so,  as  we  shall 
now  see,  at  great  cost. 

Costs  of  Davis-Bacon 

The  benefits  of  Davis-Bacon,  such  as  thev  are,  are  not  without  cost.  The  exact 
amount  is  not  only  unknown,  but  unknowable,  since  much  of  it  can  be  calculated 
only  hypothetically.  ("How  much  would  that  building  have  cost  if  it  did  not  cost  as 
much  as  it  did?")  Nevertheless,  many  estimates  and  ball  park  figures  are  readily 
available,  and  they  are  staggering.  Those  that  I  have  developed  in  the  past  find  typ- 
ical prevailing  rate-to  open  shop  wage  differentials  to  result  in  possible  savings  of 
around  6  percent  of  total  construction  cost.  So  if  Davis-Bacon  applies  to  $50  billion 
of  public  construction  annually,  its  direct  costs  are  on  the  order  of  $2  billion  to  $3 
billion. 

This  is  consistent  with  the  results  found  by  other  researchers  looking  at  different 

grevailing  rate  comparisons.  A  Canadian  study  (Globerman,  12/93)  reported  that 
ritish  Columbia's  prevailing  wage  law  added  6  percent  to  7  percent  to  the  total 
price  of  provincial  construction  projects.  An  open-shop  study  (Northrup,  1984)  re- 
ported a  Fortune  500  company  found  savings  of  7  percent  on  the  total  costs  of  $3.4 
billion  of  construction  projects  built  open  shop  rather  than  union  (a  somewhat  dif- 
ferent comparison,  since  Davis-Bacon  rates  are  not  always  union  rates).  Studies  per- 
formed in  Florida,  Iowa,  Kentucky,  Louisiana,  Maryland,  Minnesota,  and  New 
Hampshire  in  conjunction  with  repeal  or  attempted  repeal  of  state  prevailing  wage 
laws  in  those  states  found  average  anticipated  construction  savings  of  9.4  percent 
from  eliminating  them. 

There  are  other  costs  as  well-costs  of  maintaining  the  federal  establishment  to  col- 
lect, process,  and  disseminate  the  thousands  of  prevailing  rates  needed  each  year, 
enforcement  costs,  and  administrative  costs  on  the  part  of  contractors  to  comply 
with  the  record-keeping  requirement.  But  the  biggest  costs  of  all  are  almost  impos- 
sible to  measure,  and  tnose  are  of  two  kinds:  First  are  the  costs  associated  with  up- 
ward pressure  on  wage  rates  throughout  the  construction  industry  caused  by  the 
prevailing  rate,  almost  always  at  or  above  the  maricet  average,  being  required  as 
a  minimum,  thus  continually  neglecting  about  the  bottom  half  of  wage  scales.  Sec- 
ond are  the  costs  to  the  construction  industry  associated  with  being  locked  into  the 
craft,  demarcations  and  training  practices  that  happened  to  be  in  effect  a  half-cen- 
tury ago.  For  example,  although  a  recent  Delaware  study  (Delaware  DOL,  1992) 
found  more  construction  workers  across  that  state  who  said  they  were  construction 
helpers  than  who  styled  themselves  as  the  aggregate  of  all  drywall  installers,  con- 
crete and  terrazzo  finishers,  insulation  workers,  roofers,  ceiling  tile  installers, 
tapers,  lathers,  plasterers  and  stucco  masons,  carpet  installers,  floor  layers,  glaziers, 
stone  masons,  tue  setters,  pipelaying  fitters,  and  pipelayers,  combined,  Davis-Bacon 
does  not  set  prevailing  rates  for  helpers.  If  a  contractor  uses  helpers,  they  must  be 
paid  journeymen  rates. 

SUMMARY  OF  THE  COSTS  OF  DAVIS-BACON 

How  much  does  Davis-Bacon  cost?  A  great  deal-at  least  into  the  Everett  Dirksen 
range  of  "real  money."  ("A  billion  here,  a  billion  there;  pretty  soon  you're  talking 
real  money.")  But  in  a  way,  the  cost  question  is  less  important  than  the  fact  that 
Davis-Bacon  provides  so  few  benefits  to  society.  Only  if  a  law  achieves  some  nec- 
essary purpose  which  can't  be  achieved  another  way  can  it  claim  that  almost  no 
level  of  cost  is  too  CT-eat  to  sustain  it.  And  although  it  is  true,  as  someone  has  point- 
ed out,  that  Davis-Bacon  has  been  around  for  sixty-five  years  and  we've  learned  to 
live  with  its  costs,  this  argument,  consistently  followed,  would  have  us  still  erecting 
air  raid  shelters.  What  would  be  the  consequences  of  repeal? 

Consequences  of  Davis-Bacon  Repeal 

Proponents  of  Davis-Bacon  perceive  dire  consequences  arising  from  its  repeal, 
with  a  return  to  the  days  of  itinerant  contractors  and  roving  bands  of  low-wage 
workers  picking  off  the  choice  government  jobs.  They  also  suggest  that  union  con- 
tractors will  be  unable  to  compete  for  government  work.  These  arguments  are  de- 
monstrably untrue.  With  respect  to  the  first,  already  covered,  above,  barring  a  col- 
lapse of  private  economic  activity  and  a  return  to  the  conditions  of  the  depression, 
monopsony  in  not  likely  to  recur  in  the  construction  industry.  With  respect  to  union 
contractors'  inability  to  compete  It  must  be  noted  that  in  the  four-fifths  of  the  con- 
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struction  industry  that  is  not  now  covered  by  the  Davis-Bacon  act,  unionized  con 
tractors  are  able  to  compete  effectively  in  all  areas  except  homebuilding.  Although 
there  is  an  across-the-board  shift  in  the  direction  of  the  open  shop,  Davis-Bacon 
should  have  no  duty  to  reverse  it,  even  if  it  could. 

One  interesting,  and  positive,  consequence  of  Davis-Bacon  repeal  is  that  it  would 
relieve  some  of  the  burdens  placed  on  federal  job  training  programs  because  it  pro- 
vides an  automatic  shift  in  providing  for  the  training  of  a  significant  number  of  per- 
sons from  the  federal  government  to  the  private  construction  industry.  Consider 
these  numbers:  Assume  there  are  about  1.4  million  construction  workers  used  in 
public  construction,  of  whom  800,000  are  employed  on  federal  work  in  any  given 
year.  Assume  these  800,000  are  20  percent  more  efficient  because  of  being  paid  pre- 
vailing wage  rates  (a  false  assumption)  and  assume  the  prevailing  wage  rates  are 
20  percent  above  market  wages  (probably  low).  Under  these  assumptions  if  Davis- 
Bacon  were  repealed,  the  800,000  workmen  being  paid  wage  rates  of,  say  $28  per 
hour,  would  be  replaced  by  960,000  workmen  being  paid  wages  in  the  $22  range. 
Assuming  each  does  government  work  for  1,000  hours  a  year,  the  total  annual  sav- 
ings to  the  government  would  be  $1.3  billion,  and  an  additional  160,000  workers 
would  be  employed  at  wage  rates  of  4-5  times  the  minimum  wage.  Furthermore,  at 
no  cost  at  all  to  the  federal  government,  160,000  persons  (the  size  of  the  entire  pop- 
ulation of  the  city  of  Little  Rock)  would  be  getting  job  training  in  a  good-paying  in- 
dustry. 

Final  Note 

Looked  at  in  the  harsh  light  of  day,  Davis-Bacon  is  nothing  more  than  a  transfer 
program  in  which  the  recipients  tend  to  be  much  better  off  than  those  from  whom 
the  Denefits  are  taken.  It  is  not  at  all  clear  from  the  public  record  that  government 
should  favor  such  a  policy.  Given  its  lack  of  benefits,  the  hi^  costs  associated  with 
providing  that  lack  of  benefits,  and  the  positive  results  that  would  accompany  re- 

Beal,  the  conclusion  is  inescapable  that  the  country  would  be  better  off  without 
•avis-Bacon.  However,  it  is  always  possible  to  take  the  approach  that  Florida,  Lou- 
isiana, and  others  took  with  respect  to  repeal  of  the  prevailing  wage  laws  in  those 
states-which  was  to  repeal  them,  then  wait  for  a  couple  of  years  and  then  evaluate 
whether  they  should  be  reinstated.  Those  states  did  not,  having  found  themselves 
better  off  without  their  Litte  Davis-Bacon  acts.  But  having  the  option  to  reconsider 
might  be  comforting  to  some. 

At  the  time  these  notes  were  drafted,  S.  141  and  H.R.  500  were  known  to  me  only 
as  titles,  and  although  their  contents  can  be  inferred  therefrom,  their  details  can't. 
If  they  do  not,  as  a  matter  of  housekeeping,  eliminate  the  prevailing  wage  require- 
ments from  the  75  or  80  laws  that  incorporate  Davis-Bacon,  they  should  be  modified 
to  do  so  before  passage.  Otherwise  each  of  those  laws  will  have  to  be  separately 
amended.  Alternatively,  the  desired  result  could  be  achieved  by  leaving  on  the  books 
a  Davis-Bacon  Act  mandating  payment  of  the  prevailing  minimum  wage  rate  legis- 
lated or  required  for  all  employees  by  the  contracting  polity.  Normally  this  would 
be  the  federal  minimum  wage. 

Senator  DeWine.  Mr.  Georgine. 

Mr.  Georgine.  Thank  you,  Mr.  Chairman.  Thank  you  for  giving 
me  the  opportunity  to  testify  today. 

I  have  provided  you  with  a  long,  very  detailed  written  statement 
that  I  request  be  made  a  part  of  the  record. 

I  think  that  to  appreciate  the  need  to  protect  local  construction 
markets  from  the  massive  purchasing  power  of  the  Federal  Govern- 
ment, it  is  important  to  understand  the  industry  and  the  people 
who  work  in  it.  Construction  is  the  second-largest  industry  in  this 
country.  It  is  second  only  to  health  care.  This  large  industry  em- 
ploys a  lot  of  workers,  and  there  is  an  idea  out  there  that  these 
workers  make  a  lot  of  money.  That  is  just  not  true. 

Construction  workers'  average  wage,  as  you  have  heard  today,  is 
somewhere  between  $25,000  and  $30,000  a  year,  maybe,  and  that 
is  below  the  median  wage  for  all  workers.  Few  construction  work- 
ers have  year-around  jobs.  For  the  average  worker,  it  is  common- 
place to  be  unemployed  for  2  to  3  months  every  year.  Trying  to 
maintain  a  family  on  $25,000  a  year  is  not  easy. 
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It  is  being  said  that  the  Davis-Bacon  costs  the  Federal  Govern- 
ment more  money  than  it  should  for  construction  and  that  the  Act 
has  a  discriminatory  effect  upon  minority  workers.  That  is  wrong 
in  both  cases. 

Proponents  of  repeal  rely  on  a  1993  Congressional  Budget  Office 
estimate  that  the  elimination  of  Davis-Bacon  will  save  the  Federal 
Government  $3  billion  over  the  next  5  years.  There  again,  I  dis- 
agree. 

Repeal  of  the  Act  will  not  save  the  Government  any  money  at  all. 
It  will  do  exactly  the  opposite — it  will  cost  the  Government  more 
money.  The  CBO  report  relies  on  estimates  made  by  the  Depart- 
ment of  Labor  more  than  10  years  ago.  These  estimates  use  the  so- 
called  30  percent  rule  for  determining  prevailing  wages,  which  has 
already  been  discussed  this  morning.  That  rule  has  not  been  used 
to  determine  wage  rates  since  1985.  Obviously,  the  report  is  inac- 
curate. 

I  would  like  to  submit  for  the  record  a  statement  signed  by  15 
noted  economists  which  affirms  my  position  and  which  calls  for  a 
new  cost  study.  And  there  is  a  more  fundamental  reason  why  the 
CBO  report  is  wrong:  It  is  one-sided.  It  only  counts  projected  direct 
costs  of  repeal.  It  does  not  consider  the  economic  efficiencies  that 
result.  It  does  not  tally  the  effect  that  lower  wages  would  have  on 
the  job  sites.  Lower  wages  will  result  in  lower-skilled  workers. 
With  lower-skilled  workers,  more  mistakes  occur,  and  more  acci- 
dents happen,  each  having  costly  consequences. 

Recent  analysis  of  Federal  highway  data  by  the  Center  to  Protect 
Workers'  Rights  indicates  that  there  is  a  direct  correlation  between 
wages  and  productivity.  In  States  with  wage  rates  below  the  na- 
tional average,  the  cost  of  building  a  mile  of  roadway  is  nearly  a 
quarter  million  dollars  per  mile  more  than  in  States  with  wages 
above  the  average. 

In  another  study  by  a  group  of  economists  at  the  University  of 
Utah,  they  were  able  to  document  the  economic  consequences  that 
followed  after  nine  States  repealed  their  prevailing  wage  laws.  A 
copy  of  that  study  is  included  with  my  testimony. 

The  Utah  economists  have  concluded  that  if  the  Act  is  repealed, 
the  Federal  Government  will  lose  almost  $1  billion  each  year 
through  a  loss  in  income  tax  revenues. 

A  second  claim  that  Davis-Bacon  discriminates  against  minority 
workers  appears  to  boil  down  to  this:  Let  me  cut  the  wages  of  my 
workers,  and  I  will  hire  more  minorities.  If  this  proposition  is  im- 
plemented, the  construction  industry  will  become  a  low-wage,  un- 
skilled, labor-intensive  market  at  the  expense  of  minority  workers. 

I  refuse  to  accept  the  argument  that  the  only  way  that  African 
American,  Hispanic  and  women  workers  can  get  ahead  in  construc- 
tion is  by  paying  them  substandard  wages.  This  is  especially  unset- 
tling at  a  time  when  minority  workers  are  becoming  a  more  signifi- 
cant percentage  of  the  construction  work  force.  Minorities  are  in 
our  registered  apprenticeship  programs  at  numbers  that  are  above 
their  percentage  of  the  work  force.  In  fact,  if  I  were  a  young  minor- 
ity construction  worker  or  a  woman  construction  worker,  I  would 
ask  Congress  why  you  would  deprive  me  of  a  protection  that  white 
male  construction  workers  have  had  for  over  60  years. 
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Putting  this  matter  into  perspective,  the  Utah  study  contains 
some  very  sobering  facts.  With  repeal,  apprenticeship  training  pro- 
grams will  be  powerfully  and  adversely  affected.  The  study  found 
that  the  number  of  apprenticeship  opportunities  declined  by  40  per- 
cent, and  the  rate  of  minority  participation  in  apprenticeship  train- 
ing declined  proportionately. 

The  Utah  study  went  further,  saying  that  repeal  had  a  desta- 
bilizing effect  on  the  construction  industry,  and  it  led  to  cut-throat 
competition;  low-ball  bidding,  and  cost  overruns  became  the  name 
of  the  industry.  The  bidding  instability  led  to  higher,  not  lower, 
construction  costs. 

You  know,  the  cost  of  a  job  is  not  always  what  the  initial  bid  is; 
it  is  what  the  job  costs  to  build  at  the  end  of  the  job. 

In  terms  of  safety,  the  Utah  economists  noted  a  15  percent  rise 
in  occupational  injuries.  If  this  were  extended  to  the  national  econ- 
omy, that  would  mean  100  additional  deaths,  30,000  additional  se- 
rious injuries,  and  more  than  $300  million  in  additional  workers' 
compensation  costs  to  the  Federal  Government. 

Finally,  construction  workers,  union  and  nonunion,  their  families 
and  local  communities  in  which  they  live,  will  be  hurt  by  the  wage 
cuts  that  will  result  with  repeal.  The  men  and  women  who  work 
in  construction  are  the  country's  middle  class.  They  are  hard- 
working taxpaying  citizens  who  do  not  deserve  to  have  their  com- 
munity standards  upset  by  Federal  construction  projects. 

The  workers  cannot  afford  the  pay  cuts  that  repeal  would  bring, 
and  their  communities  cannot  afford  the  loss  of  their  purchasing 
power  and  the  erosion  of  the  tax  base  that  they  support.  The  Amer- 
ican standard  of  living  will  be  irrevocably  hurt  by  the  repeal  of 
Davis-Bacon. 

Mr.  Chairman,  Davis-Bacon  has  worked  well  throughout  its  long 
history,  and  on  behalf  of  the  construction  workers  in  this  country, 
I  ask  you  to  reconsider  what  you  propose  to  do.  I  believe  it  is  wrong 
to  reduce  workers'  wages  and  to  create  a  condition  that  in  the  final 
analysis  will  cost  the  Government  a  lot  more  money. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Georgine  follows:] 

Prepared  Statement  of  Robert  Georgine,  President,  Building  and 
CoNCTRUCTiON  Trades  Department,  AFI^CIO 

Senator  Kassebaum  and  members  of  the  committee.  My  name  is  Bob  Georgine. 
I  am  the  President  of  the  Building  and  Construction  Trades  Department,  AFL-CIO. 
I  represent  approximately  four  million  members  of  the  national  and  international 
unions  affiliated  with  the  Building  and  Construction  Trades  Department. 

I  am  here  to  speak  against  any  effort  to  repeal  the  Davis-Bacon  Act.  The  Davis- 
Bacon  Act  remains  an  essential  foundation  stone  for  the  preservation  of  a  decent 
standard  of  living  in  the  construction  industry.  The  repeal  of  this  legislation  would 
have  far-reaching  and  disastrous  consequences  for  workers,  the  industry,  and  the 
federal  government.  I  am  sure  that  many  of  these  deleterious  consequences  are  nei- 
ther anticipated  nor  intended  by  the  sponsors  of  the  repeal  bills. 

Let  me  summarize  the  major  points  that  I  will  make  in  this  statement: 

Federal  income  tax  collections  would  fall  by  $1  billion  per  year  because  of  the  de- 
cline in  construction  earnings  caused  by  repeal.  For  this  reason,  the  federal  deficit 
would  dramatically  increase  if  the  Davis-Bacon  Act  is  repealed. 

Contrary  to  the  estimates  of  Congressional  Budget  Office,  the  cost  of  federally 
funded  construction  would  not  necessarily  decline  with  the  elimination  of  prevailing 
wage  requirements. 
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Repeal  of  the  Davis-Bacon  Act  would  be  bad  for  all  construction  workers,  union 
and  non-union.  Nationwide,  every  construction  worker  would  see  his  or  her  earnings 
fall  by  5  percent,  or  $1,477  each  year. 

Repeal  would  be  especiallv  harmful  to  minorities  and  women  in  the  construction 
industry.  The  wage  cuts  and  decreases  in  training  opportunities  will  severely  retard 
the  economic  advancement  of  African-American,  Hispanic  and  women  workers  in 
this  industry. 

Repeal  would  destabilize  the  construction  industry  by  encouraging  low-ball  bid- 
ding. States  that  repealed  their  state  prevailing  wage  laws  (commonly  known  as 
"Little  Davis-Bacon"  laws)  have  experienced  large  increases  in  cost  over-runs  and 
the  use  of  expensive  change  orders  on  publicly  funded  projects. 

Repeal  of  tne  Act  woula  also  lead  to  an  overall  15  percent  increase  in  serious  occu- 
pational injuries.  It  is  estimated  that  there  would  be  76,000  new  woricplace  injuries 
annually,  of  which  30,000  would  be  serious  injuries.  As  a  result,  over  675,000  work 
days  would  be  lost  annually.  This  would  result  in  additional  workers'  compensation 
costs  of  $3  billion  each  year,  of  which  approximately  $300  million  would  oe  passed 
on  to  the  federal  government  in  the  form  of  increased  costs  on  Davis-Bacon  proiects. 

This  statement  will  briefly  review  the  purpose  and  operation  of  the  Davis-Bacon 
Act,  and  explain  how  and  why  the  Act  continues  to  serve  a  real  need  in  the  con- 
struction industry.  It  will  then  focus  on  two  questions  of  great  concern  to  this  Com- 
mittee: First,  do  we  really  know  how  much  the  Davis-Bacon  Act  costs  the  federal 
government?  And  second,  do  we  really  know  what  would  happen  to  the  construction 
industry — and  to  construction  users — if  the  Davis-Bacon  Act  was  repealed? 

How  THE  Davis-Bacon  Act  Protects  the  American  Standard  of  Living 

The  Davis-Bacon  Act  is  needed  to  compensate  for  special  characteristics  of  the 
construction  industry  and  the  nature  of  the  government  contracting  process.  Unlike 
many  other  lines  of  business,  construction  requires  relatively  little  investment  in 
fixed  capital.  And  where  equipment  is  necessary,  it  can  often  be  leased  rather  than 
purchased.  This  means  that  an  individual  can  go  into  business  as  a  contractor  fairly 
easily.  As  a  result,  construction  firms  are  constantly  being  formed  and  dissolved. 
This  ease  of  entry  into  the  industry  makes  the  construction  industry  particularly 
vulnerable  to  fly-by-night,  undercapitalized  contractors. 

The  high  turnover  in  construction  firms  is  matched  by  the  variability  and  uncer- 
tainty in  construction  employment.  Workers  are  often  hired  for  the  duration  of  a 
particular  job,  and  move  on  to  a  new  employer  when  a  project  is  completed.  Periods 
of  substantial  unemployment  are  commonplace.  Workers  often  have  as  many  as  five 
employers  over  the  course  of  a  year.  They  frequently  travel  far  from  home  and  fam- 
ily to  seek  employment.  And,  according  to  recent  figures  from  the  Bureau  of  Labor 
Statistics,  the  average  construction  worker  in  this  country  makes  only  $578  each 
week  -  which,  assuming  the  worker  is  employed  every  week  in  the  year,  worics  out 
to  a  maximum  annual  earnings  of  only  $30,058,  if  the  worker  could  work  every 
week.i  This  simple  statistic  reftites  the  outlandish  stories  told  in  Readers  Digest 
and  elsewhere  to  the  effect  that  construction  workers  earn  lavish  incomes.  ^ 

The  combination  of  hyper-competitive  construction  markets  and  unstable  employ- 
ment patterns  creates  many  opportunities  for  injustice  and  inefficiency  in  the  indus- 
try. In  an  effort  to  stay  afioat,  marginal  contractors  often  low-ball  their  bids  on 
projects,  and  then  feverishly  cut  costs  if  they  get  the  work.  Often,  that  cost-cutting 
falls  directly  upon  the  workers,  who  are  unable  to  resist  the  downward  pressure  on 
their  wages  and  benefits.  Inject  the  element  of  large  public  works  contracts  into  this 
mix,  and  you  have  a  situation  that  is  ripe  for  abuse. 

The  Davis-Bacon  Act  is  a  measured  response  to  the  possibilities  of  overreaching 
and  exploitation  that  are  ever-present  in  this  industry.  The  Act  requires  that  work- 
ers on  federal  construction  projects  be  paid  no  less  than  the  rate  of  wages  prevailing 
in  the  locality  for  the  same  type  of  work.  In  determining  the  prevailing  wage  rate, 
the  Department  of  Labor  is  obligated  to  consider  both  the  classification  of  worker 
(for  example,  cement  mason)  and  the  type  of  project  (that  is,  federally  funded 
projects  of  a  residential  nature,  like  low  rise  public  housing  projects,  are  compared 
to  other  residential  projects  in  the  area).  Even  the  definitions  of  job  classifications 


^This  figiire  is  drawn  from  BLS,  Employment  and  Earnings,  and  is  the  seasonally  adjusted 
weekly  earnings  reported  for  the  month  of  June  1994. 

^The  relative  benefits  of  becoming  a  construction  worker  have  been  in  decline  for  some  time. 
On  the  basis  of  data  reported  by  the  Bureau  of  Labor  Statistics  in  Employment  and  Earnings, 
the  median  weekly  wages  of  construction  workers  were  47  percent  greater  than  those  of  manu- 
facturing workers  in  1970.  By  1980,  the  median  weekly  wages  of  construction  workers  had 
dropped  to  27  percent.  Finally,  in  1993,  the  median  weekly  wages  of  construction  workers  were 
just  3  percent  greater  than  those  of  workers  in  the  manufacturing  sector. 
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follow  the  local  practice.  Contrary  to  an  enduring  misconception,  the  Act  does  not 
require  that  union  wages  be  paid  on  federal  projects;  rather,  union  wages  are  only 
applicable  if  they  actually  prevail  in  the  area.  If  open  shop  rates  prevail,  then  con- 
tractors are  required  to  pay  not  less  than  those  rates,  regardless  of  what  the  union 
pay  scales  might  be.  Indeed,  according  to  the  Department  of  Labor,  only  29  percent 
of  all  wage  determinations  issued  in  1994  were  based  upon  union  wage  rates.  For 
this  reason,  the  Davis-Bacon  Act  actually  protects  non-union  rates  more  than  wage 
rates  set  through  collective  bargaining.Sin  sum,  the  entire  prevailing  wage  system 
uses  the  existing  private  local  construction  labor  market  as  a  guide  for  federal  pro- 
curement practices.  Although  the  critics  of  Davis-Bacon  prefer  to  ignore  this,  the 
truth  is  that  the  Act  depends  upon  the  private  market  to  set  wages,  benefits,  and 
terms  and  conditions  of  employment.  The  Act  only  requires  that  the  federal  govern- 
ment lives  up  to  these  same  standards. 

The  philosophy  of  the  Davis-Bacon  Act  is  that  the  federal  government  should  not 
use  its  vast  procurement  powers  to  depress  the  wages  and  living  standards  of  con- 
struction workers  across  the  country.  That  philosophy  is  as  valid  today  as  it  was 
when  the  Act  was  originally  passed. 

If  preventing  the  government  from  disrupting  local  economies  was  the  only  benefit 
of  the  Davis-Bacon  Act,  it  would  be  reason  enough  to  preserve  and  strengthen  this 
legislation.  However,  by  respecting  the  wage  levels  existing  in  each  locality,  the 
Davis-Bacon  Act  has  several  additional  beneficial  effects  upon  the  economy: 

— Contractors  can  bid  on  projects  with  some  measure  of  certainty  as  to  their  ex- 
pected labor  costs  since  the  wage  and  benefit  rates  applicable  to  a  federal  project 
are  determined  prior  to  the  submission  of  bids.  And,  assuming  that  the  Act  is  prop- 
erly enforced,  each  contractor  is  assured  that  its  competitors  pay  their  workers  no 
less  than  the  prevailing  wage.  In  this  way,  competition  is  focused  on  issues  of  con- 
struction management,  productivity  and  quality,  rather  than  the  contractors'  ability 
and  willingness  to  depress  wages  and  benefits. 

— The  Act  helps  to  maintain  the  high  quality  of  the  construction  labor  force  by 
encouraging  training  programs  on  federally  funded  projects.  Contractors  are  far 
more  likely  to  invest  in  construction  training  if  they  know  that  other  contractors  are 
doing  the  same. 

— The  relative  stability  of  wages  and  benefits  reduces  turnover  and  encourages 
construction  workers  to  remain  in  the  industry  as  a  career  occupation.  An  experi- 
enced and  skilled  workforce,  in  turn,  provides  the  basis  for  improving  productivity 
and  quality  of  construction,  which  directly  benefit  construction  users. 

— Safety  and  health  in  the  construction  site  is  improved  because  contractors  are 
less  likely  to  cut  comers,  rush  the  work,  and  hire  unskilled  workers  to  do  dangerous 
work.  This,  in  turn,  avoids  the  needless  human  suffering  and  enormous  workers 
compensation  costs  associated  with  occupational  injuries  and  illnesses. 

II.  The  CBO  Report  Overestimates  the  Cost  of  the  Davis-Bacon  Act 

It  has  been  said  that  the  repeal  of  the  Act  would  save  the  federal  government  ap- 
proximately $3  billion  dollars  over  a  five  year  budgetary  cycle.  This  figure  is  based 
upon  a  budget  report  issued  in  March  1994  by  the  Congressional  Budget  Office 
(CBO).  ^  This  CBO  estimate,  however,  is  directly  based  upon  an  estimate  that  the 
CBO  made  in  1983,'*  which,  in  turn,  was  based  upon  a  Department  of  Labor  study 
prepared  in  1982.''  The  lineage  of  these  estimates  is  important,  because  the  meth- 
odological errors  in  the  earlier  studies  have  been  carried  over  into  the  present. 

The  CBO  estimate  contains  Haws  that  make  it  unreliable  as  a  guide  to  legislative 
action.  First,  the  CBO  estimate  is  based  upon  assumptions  that  no  longer  reflect  re- 
ality— and  in  some  ways,  never  did.  Second,  the  CBO  failed  to  compare  the  direct 
costs  of  the  Davis-Bacon  Act  law  with  the  many  indirect  costs  that  the  federal  gov- 
ernment would  incur  if  the  law  was  repealed.  As  a  result,  the  CBO  estimate  reflects 
only  the  costs — but  not  the  benefits — of  the  Davis-Bacon  Act. 

The  following  current  economic  realities  belie  the  assumptions  underlying  the 
CBO  estimate: 


3 Congressional  Budget  Office,  Reducing  the  Deficit:  Spending  and  Revenue  Options,  March 
1994,  pp.  194-195. 

*  Congressional  Budget  Office,  Modifying  the  Davis-Bacon  Act:  Implications  for  the  Labor  Mar- 
ket and  the  Federal  Budget,  July  1983. 

8  Department  of  I^bor,  Final  Regulatory  Impact  and  Regulatory  Flexibility  Analysis  on  Davis- 
Bacon  Related  Regulations,  1982. 
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A.  The  CBO  Report  Does  Not  Consider  the  Effect  of  Productivity 
Differences  In  Determining  the  Costs  to  the  End  User. 

Good  wages  and  benefits  do  not  necessarily  translate  into  higher  total  construc- 
tion costs.  In  the  construction  industry,  differences  in  wages  are  often  more  than 
offset  by  the  skill  and  productivity  of  the  higher  paid  workers.  Paying  workers  less 
on  federally  funded  construction  may  well  end  up  costing  the  taxpayer  more  money 
to  build  the  same  project. 

The  cost-effectiveness  of  well-paid  workers  is  proven  by  statistics  on  the  costs  of 
federally  funded  construction  of^  highways  and  bridges.  Based  upon  fourteen  years 
of  data  from  the  Federal  Highway  Administration,  we  recently  compared  the  aver- 
age construction  and  labor  costs  of  highway  and  bridge  construction  in  two  groups 
of  states.  The  average  hourly  wage  in  the  "higher  wage  states"  was  $17.65,  com- 
pared with  an  average  wage  of  $9.76  in  the  "lower  wage  states."  The  cost  and  pro- 
ductivity performance  of  these  two  groups  of  states  were  then  compared. 

The  result  was  illuminating:  The  higher  wage  states  built  a  mile  of  highway  for 
18  percent  less  than  the  lower  wage  states.  The  average  cost  per  mile  of  highway 
in  the  higher  wage  states  was  $1,140,000.  In  comparison,  the  lower  wage  states 
built  a  mile  of  hi^way  for  $1,393,000  per  mile.  The  states  that  paid  their  workers 
the  least  ended  up  building  roads  that  were  more  expensive  by  a  quarter  of  a  mil- 
lion dollars  for  every  mile  of  highway. 

This  result  occurred  because  higher  wage  states  completed  an  average  mile  of 
highway  with  37  percent  fewer  labSr  hours  than  the  lower  wage  states.  The  higher 
wage  states  built  an  average  of  10.1  miles  of  highways  with  100,000  hours  of  labor, 
whereas  the  lower  wage  states  could  build  only  6.4  miles  with  the  same  labor  input. 

It  is  critical  to  realize  that  the  CBO  completely  failed  to  consider  productivity  is- 
sues when  it  estimated  the  cost  of  Davis-Bacon.^ As  the  Federal  Highway  Adminis- 
tration statistics  show,  the  additional  wage  costs  of  well-qualified  workers  are  more 
than  offset  by  their  enhanced  productivity.  If  Davis-Bacon  is  repealed,  wages  will 
be  cut  (which  is,  of  course,  the  source  of  the  CBO's  anticipated  savings),  and  lower 
skilled  workers  will  be  employed  on  federal  projects.  This,  in  turn,  will  decrease  the 
productivity  levels  on  these  projects.  If  Davis-Bacon  is  repealed,  some  contractors 
might  reap  savings  on  labor  costs,  but  the  taxpayer  will  see  no  relief  on  overall  con- 
struction costs. 

B.  The  Share  of  Construction  Workers  Covered  By  Collective  Bargaining 

Agreements  Has  Fallen  Since  the  Original  Studies  Were  Done. 

When  the  Department  of  Labor  was  collecting  the  data  for  its  study  in  1981,  39 
percent  of  all  employees  in  the  construction  industry  were  covered  by  collective  bar- 
gaining agreements.  The  relatively  large  market  share  of  union  contractors  meant 
tnat,  in  a  fair  number  of  areas,  tne  prevailing  wage  rate  was  the  union  rate.  The 
early  Davis-Bacon  cost  estimates  relied  upon  these  figures,  and  then  assumed  that, 
without  the  Act,  the  government  would  pay  only  average  wage  rates  in  every  mar- 
ket. 

The  recent  CBO  estimate  adopted,  but  did  not  re-examine,  the  factual  basis  of  the 
earlier  estimates.  This  is  unfortunate,  because  the  industry  has  changed.  Today, 
only  23  percent  of  construction  workers  are  paid  union  rates.  "^  Since  determined 
rates  are  already  average  wage  rates  in  most  labor  markets,  the  government  would 
obtain  far  fewer  savings  if  it  repealed  the  Act  today. 

C.  The  Department  of  Labor  Has  Changed  the  Way  That  It  Determines  the 

Prevaiung  Wage  Since  the  Early  Estimates  Were  Made. 

At  the  time  of  the  1982  Labor  Department  study,  DOL  used  the  "30  percent  rule" 
for  determining  the  prevailing  wage  rate.  This  rule  provided  that  if  less  than  a  ma- 
jority of  workers  were  paid  the  same  rate,  then  the  prevailing  rate  would  be  either 
(1)  whatever  rate  was  paid  to  30  percent  or  more  or  (2)  the  market  average.  This 
could  lead  to  situations  where  a  majority  of  the  workforce  was  nonunion,  but  union 


8  Robert  D.  Reischauer,  the  Director  of  the  Congressional  Budget  Office,  admitted  that  this 
important  factor  was  not  considered  in  the  CBO  estimates.  In  his  statement  before  the  Sub- 
committee on  Labor  Standards,  Occupational  Health  and  Safety  Committee  on  Education  and 
Labor,  U.S.  House  of  Representatives,  May  4,  1993,  Mr.  Reischauer  noted  that  "higher  wage 
rates  do  not  necessarily  increase  costs,  however.  If  these  differences  in  wages  were  offset  by  hir- 
ing more  skilled  and  productive  workers,  no  additional  construction  costs  would  result.  Simi- 
larly, the  higher  wage  rates  might  encourage  different,  less  labor-intensive  construction  methods 
that  would  offset  part  of  the  difference  in  wages." 

■'Allen,  Steven  G.,  "Developments  in  Collective  Bargaining  in  the  1980's  and  1990's,"  National 
Bureau  of  Economic  Research  Working  Paper  No.  4674,  March  1994. 
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rates  were  nevertheless  chosen  as  prevailing.®  Roughly  half  of  the  savings  from  re- 
peal estimated  by  the  1982  DOL  study  were  expected  to  result  from  the  elimination 
of  the  30  percent  rule. 

This  assumption  is  now  outdated,  since  the  30  percent  rule  was  abolished  in  1982. 
Today,  the  DOL  uses  a  threshold  that  allows  a  single  rate  to  be  determined  to  be 
prevailing  only  if  it  is  paid  to  a  majority  of  the  workers  in  the  area.  This  threshold 
substantially  reduces  tne  likelihood  that  the  wage  rate  determined  to  be  prevailing 
in  an  area  is  higher  than  the  average  rate  in  the  area.  It  is  unclear  how — or  wheth- 
er— the  CBO  estimate  reflects  this  important  regulatory  change  at  the  Department 
of  Labor. 

D.  The  Estimates  Do  Not  Reflect  Declining  Compll\nce  Costs. 

The  1983  CBO  report  concluded  that  compliance  costs  add  about  0.2  percent  to 
construction  costs.  The  CBO  has  not  adjusted  this  estimate  to  reflect  improvements 
in  managing  payroll  information  systems  since  that  time.  It  is  fair  to  assume  that 
most  contractors  with  government  contracts  have  entered  the  computer  age,  and  as 
a  result,  the  compliance  costs  are  much  less  than  estimates.  Even  so,  the  Building 
and  Construction  Trades  Department  has  been  in  favor  of  reducing  paperwork  bur- 
dens under  the  Act.  The  Department  supported  provisions  to  such  effect  in  reform 
legislation  proposed  during  the  103d  Congress.  Those  provisions — which  we  still 
support  today — would  have  reduced  a  contractor's  reporting  obligations  by  75  per- 
cent, from  once  a  week  to  once  a  month. 

For  the  reasons  outlined  above,  the  CBO  estimate  of  the  "cost  savings"  that  would 
result  from  the  repeal  of  the  Davis-Bacon  Act  is  completely  unreliable.  It  is  certain, 
however,  that  the  real  savings  would  be  much  lower  than  the  CBO  has  estimated. 
More  importantly,  there  are  many  ways  that  the  Davis-Bacon  Act  saves  monev,  and 
these  have  been  completely  ignored  by  the  CBO  and  the  critics  of  the  Act.  will  turn 
to  these  other  issues — the  benefits  of  retaining  the  Davis-Bacon  Act — in  the  next 
section  of  this  statement. 

III.  What  Would  Happen  If  the  Davis-Bacon  Act  Was  Repealed? 

For  six  decades,  the  Davis-Bacon  Act  has  exerted  a  stabilizing  effect  upon  one  of 
the  most  volatile  industries  in  our  economy.  It  has  permitted  contractors  to  bid  for 
public  contracts  on  the  basis  of  stable  and  predetermined  labor  rates.  This  stability 
nas  allowed  contractors  to  achieve  a  measure  of  rational  planning,  esf>ecially  witn 
respect  to  human  resource  needs.  The  Act  has  encouraged  the  use  of  apprentices 
on  federal  projects,  and  has  provided  the  framework  for  contractors  to  fund  appren- 
ticeship programs  to  train  tne  next  generation  of  skilled  workers.  In  no  small  de- 
gree, the  Davis-Bacon  Act  has  encouraged  and  contributed  to  the  human  resource 
infrastructure  of  the  modern  construction  industry.  The  introduction  of  S.  141  re- 
quires us  to  squarely  ask:  what  would  really  happen  if  the  Davis-Bacon  Act — which 
we  have  had  for  more  than  sixty  years — was  repealed? 

Usually,  legislators  have  to  rely  upon  theory  to  try  to  answer  "what  if  questions 
like  this.  This  means  that  the  discussion  invariably  turns  into  a  debate  over  the 
merits  of  difTerent  economic  theories.  In  the  case  of  prevailing  wage  legislation,  how- 
ever, we  are  fortunate  to  have  a  well-documented  Dody  of  lacts  and  evidence  from 
which  to  estimate  the  effects  of  repeal. 

During  the  1980's,  nine  state  governments  repealed  their  state  prevailing  wage 
laws  in  the  construction  industry.  A  group  of  economists  at  the  University  of  Utah 
recently  completed  an  empirical  analysis  tnat  compared  the  state  of  the  construction 
industry  before  and  after  the  repeal  of  these  state  laws.^  By  carefully  controlling 
for  a  variety  of  economic  variables,  the  authors  were  able  to  identify  the  specific  con- 
sequences of  repeal  of  the  states'  respective  legislation.  These  nine  "laboratories"  of 
social  policy  have  given  us  a  unique  chance  to  assess  the  importance  of  prevailing 
wage  laws.  The  conclusions  are  shocking:  the  report  predicts  that  if  the  Davis-Bacon 
Act  is  repealed,  the  construction  industry,  its  workers,  and  the  consumers  of  con- 
struction services  will  be  severely  harmed.  These  results  should  give  pause  to  any- 
one who  thinks  that  the  repeal  of  the  federal  Davis-Bacon  Act  would  benefit  the  fed- 


*Thi8  result  was  due  to  the  fact  that  union  contracts  require  all  workers  of  a  given  classifica- 
tion to  be  paid  the  same  rate,  whereas  workers  in  the  non-union  setting  may  be  paid  a  variety 
of  rates.  So  even  though  a  majority  of  workers  might  receive  lower,  non-union  rates,  the  union 
rate  would  prevail  if  more  than  30  percent  of  the  workers  were  working  under  the  union  con- 
tract. 

®Mangum,  Garth,  Philips,  Peter,  Waitzman,  Norm,  and  Yeagle,  Anne,  loosing  Ground:  Lessons 
from  the  Repeal  of  Nine  State  Prevailing  Wage  Laws.  (1995).  I  have  included  a  copy  of  this  re- 
port with  my  written  statement. 
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eral   government,   the  American   taxpayer,   construction   workers,   or  construction 
users. 

A.  Repeal  of  Davis-Bacon  Will  Severely  Depress  Conctruction  Wages 

The  Utah  economists  observed  one  universal  result  after  each  of  the  nine  states 
repealed  their  little  Davis-Bacon  laws:  construction  wages  fell  suddenly  and  dra- 
matically. These  wage  reductions  did  not  merely  affect  the  workers  employed  on 
state  financed  projects — the  wage-cutting  mania  caused  a  ripple  effect  across  the  en- 
tire construction  industry  in  each  state. 

Another  important  finding  of  the  study  is  that  this  wage  cut  affected  union  and 
non-union  workers  alike.  The  reduction  in  construction  wages  was  far  greater  than 
could  be  explained  by  the  difference  between  union  and  nonunion  wage  scales.  Thus, 
the  repeal  of  the  Davis-Bacon  Act  is  a  matter  of  vital  interest  to  ah  construction 
workers  and  their  families,  whether  or  not  they  are  working  under  the  terms  of  a 
collective  bargaining  agreement.  Indeed,  workers  in  the  open  shop  sector  would  be 
most  vulnerable  to  the  repeal  of  the  Davis  Bacon  Act,  since  they  lack  the  protections 
afforded  by  collective  bargaining  agreements. 

After  controlling  for  both  secular  and  cyclical  trends  in  the  construction  industry, 
the  authors  of  the  study  conservatively  predict  that  the  repeal  of  the  federal  Davis- 
Bacon  Act  will  cause  construction  worker  wages  to  fall  by  5.1  percent.  Expressed 
in  1994  dollars,  this  means  that,  on  average,  every  construction  worker  in  the  coun- 
try will  get  an  annual  wage  cut  of  $1,477  if  the  federal  prevailing  wage  law  is  re- 
pealed. Needless  to  say,  this  would  have  a  very  adverse  impact  on  the  family  budg- 
ets of  many  of  America's  blue  collar  workers. 

There  are  two  reasons  to  believe  that  this  projection  underestimates  the  real  cost 
of  national  repeal.  First,  each  of  these  nine  states  repealed  their  prevailing  wage 
law  while  the  federal  Davis-Bacon  Act  was  still  in  effect.  The  federal  law  continued 
to  provide  a  stabilizing  effect  upon  the  labor  markets  in  the  state.  In  the  absence 
of  tne  federal  law,  the  state  wage  levels  would  have  fallen  even  further.  Second,  the 
earnings  effects  described  above  are  based  solely  upon  wage  rates  before  and  after 
the  state  repeals.  Decreases  in  the  levels  of  health,  welfare  and  pension  benefits — 
expected  to  be  large — were  not  considered.  When  benefit  losses  are  included,  the  re- 
ductions in  total  employee  compensation  will  be  much  greater.  ^° 

The  construction  industry  is  one  of  the  last  sectors  in  our  economy  where  workers 
without  a  college  education  can  earn  middle  class  incomes.  Reoeal  of  prevailing 
wage  legislation  will  only  intensify  the  financial  plight  of  this  beleaguered  class  of 
the  population. 

B.  Repeal  Will  Cause  Federal,  State  and  Local  Governments  to  Hemorrhage 
Tax  Revenues 

The  Utah  economists  also  examined  the  effects  of  repealing  prevailing  wage  laws' 
on  tax  revenues.  Since  construction  waees  fell  significantly  after  repeal  of  the  little 
Davis-Bacon  laws,  those  workers  earned  less  income  subject  to  federal  taxation,  and 
had  less  disposable  income  to  spend  on  taxable  products.  Based  upon  the  experi- 
ences of  the  nine  repeal  states,  the  authors  conservatively  estimated  that  ii  the 
Davis-Bacon  Act  is  repealed,  the  U.S.  Treasury  will  lose  $918  million  dollars  each 
year  in  tax  revenue  that  it  otherwise  would  have  collected  from  construction  work- 
ers. 

The  tax  losses  do  not  stop  there.  States  would  also  lose  sales  and  income  tax  reve- 
nues as  a  result  of  the  depression  in  construction  wages.  For  example,  the  Utah 
economists  estimate  that  the  state  of  Utah  lost  more  than  $3  million  in  income  and 
sales  taxes  each  year  due  to  the  repeal  of  the  state  prevailing  wage  law.  If  the 
Davis-Bacon  Act  is  repealed,  every  state  in  the  country  will  suffer  a  similar  sharp 
reduction  in  tax  revenues. 

C.  Repeal  Will  Severely  Aggravate  the  Shortage  of  Skilled  Construction 

Workers 

The  construction  industry  is  currently  experiencing  a  serious  shortage  of  skilled 
construction  workers.  Both  union  and  nonunion  contractors  are  complaining  that 
the  shortage  is  becoming  worse.  As  Dan  Bennet,  the  executive  vice  president  of  As- 
sociated Builders  and  Contractors,  recently  stated,  "the  industry  would  be  making 
a  huge  mistake  if  it  chalks  up  the  (current  labor)  shortages  to  the  upturn  in  con- 


1°  Moreover,  as  employers  reduce  and  eliminate  health  and  pension  benefits  for  their  employ- 
ees, these  social  insurance  costs  will  increasingly  be  shifted  to  the  public  purse.  This  is  another 
of  the  indirect  costs  that  will  result  if  the  Davis-Bacon  Act  is  repealed. 
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struction  activity.  Sure,  that's  a  big  part  of  it,  but  a  major  part  of  the  problem  lies 
with  an  aging  workforce  .  .  .  and  the  lack  of  qualifiea  entrants  to  take  their 
place."  *^ 

Union  apprenticeship  programs  have  historically  provided  the  lion's  share  of  con- 
struction training  in  this  country.  Training  is  typically  provided  by  joint  labor-man- 
agement training  programs  that  are  funded  by  contractors  signatory  to  collective 
bargaining  agreements  in  the  area.  By  spreading  costs  uniformly  across  the  popu- 
lation of  contractors  that  will  hire  the  trained  workers,  union  apprenticeship  pro- 
grams are  a  rational  and  fair  way  to  train  the  next  generation  of  skilled  workers. 
In  contrast,  nonunion  contractors  have  had  difficulty  in  funding  and  developing 
training  programs,  and  have  substantially  survived  by  hiring  workers  who  had  been 
trained  in  union  apprenticeship  programs  or  foreign  countries.  ^2  The  industry  has 
failed  to  train  sufficient  numbers  ofskilled  workers  to  replace  those  who  retire  or 
take  up  other  occupations. 

As  part  of  their  study,  the  Utah  economists  analyzed  apprenticeship  training  pro- 

Kams  in  the  nine  states  before  and  after  the  repeal  of  the  little  Davis-Bacon  laws, 
each  case,  they  found  that  training  rates  dropped  significantly  after  the  law  was 
repealed.  After  controlling  for  unemployment  levels  and  other  factors,  the  study 
found  that  repeal  caused  apprenticeship  training  rates  to  fall  by  40  percent.  In  light 
of  the  current  severe  shortages  of  construction  woricers,  such  a  decline  in  training 
programs  would  have  a  ruinous  effect  upon  the  future  health  of  the  industry. 

D.  Repeal  Will  Reduce  Economic  Opportunities  For  Minority  Workers 

If  Davis-Bacon  is  repealed,  minority  workers  will  be  harmed  most  of  all.  As  ex- 
plained above,  the  state  repeals  caused  all  wages — not  just  those  of  unionized  work- 
ers, or  workers  on  publicly  funded  projects — to  be  cut.  To  the  extent  that  minority 
workers  tend  to  be  more  economically  marginalized  than  the  population  as  a  whole, 
they  will  most  intensely  feel  the  wage-cutting  pressures  engendered  by  repeal. 

But  there  is  a  second  way  that  minority  workers  will  be  disadvantaged  by  the  re- 
peal of  prevailing  wage  legislation:  repeal  would  have  a  strongly  disparate  impact 
upon  training  opportunities  for  minorities. 

There  is  strong  evidence  that  the  existence  of  a  prevailing  wage  law  assists  the 
economic  advancement  of  minorities  in  the  construction  industry.  Evidence  from  the 
Utah  study  destroys  the  myth  that  prevailing  wage  legislation  has  an  adverse  effect 
upon  minority  training  in  the  construction  industry.  The  study  compared  the  ratio 
01  minorities  in  apprenticeship  programs  to  minorities  in  the  population  as  a  whole 
in  the  country.  In  states  that  retained  their  prevailing  wage  laws  and  in  those  re- 
peal states  prior  to  the  repeal,  the  minority  participation  rate  slightly  exceeded  the 
distribution  of  minorities  in  the  state  population  as  a  whole.  In  contrast,  minorities 
were  far  under-represented  in  apprenticeship  training  programs  in  those  states  that 
never  had  a  prevailing  wage  law.  In  fact,  minorities  were  represented  in  the  "never 
had"  states  at  17  percent  below  their  presence  in  the  population. 

The  positive  relationship  between  prevailing  wage  legislation  and  equal  oppor- 
tunity in  the  industry  is  confirmed  by  the  analysis  of  the  experiences  of  the  nine 
repeal  states.  In  each  of  those  nine  states,  minorities  constituted  20  percent  of  all 
apprentices  enrolled  in  the  states  during  the  years  prior  to  the  repeal  of  the  state 
prevailing  wage  laws.  After  the  repeal,  however,  the  minority  enrollment  in  appren- 
ticeship training  dropped  to  12.5  percent.  If  Davis-Bacon  is  repealed,  construction 
training  programs  will  collapse  across  the  country,  and  minorities  will  be  especially 
hurt  by  the  downturn. 

E.  Repeal  Will  Increase  Occupational  Injuries 

Construction  work  is  dangerous.  It  is  especially  dangerous  when  workers  are  inex- 
perienced, unskilled,  or  under  pressure  to  work  fast.  Common  sense  says  that  the 
removal  of  prevailing  wage  legislation  will  cause  all  of  these  circumstances  to  be- 
come chronic.  And  economic  research  has  confirmed  that  the  safety  and  health  of 
construction  workers  suffers  greatly  after  prevailing  wage  legislation  is  repealed. 


11  "Skilled  Labor  Shortages  in  Construction:  Real  or  Imagined?"  Construction  Labor  Report, 
Dec.  21,1994,  p.  5-3. 

1^  Individual  contractors  are  often  reluctant  to  invest  in  training  because  they  fear  they  will 
be  competitively  disadvantaged  if  their  competitors  do  not  make  similar  investments.  David 
Wilkinson,  executive  director  of  the  Phoenix  area  ABC  chapter,  explained  their  reluctance  this 
way:  "If  you  throw  two  contractors  off  a  bridge,  they  will  scratch,  kick  and  gouge  each  other 
all  the  way  to  impact,  even  though  they  know  they  are  going  to  die  at  the  bottom."  Tomsho, 
Robert,  "Labor  Squeeze:  With  Housing  Strong,  Builders  Often  Find  Skilled  Help  Lacking,"  Wall 
Street  Journal,  Eastern  Edition.  January  27,1994,  pp.  A-I  and  AS. 
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The  Utah  economists  examined  the  safety  and  health  outcomes  that  were  associ- 
ated with  the  repeal  of  the  prevailing  wage  laws  in  the  nine  states.  In  the  wake 
of  those  repeals,  the  rate  of  serious  injuries  (those  which  result  in  time  away  from 
work)  increased  by  15  percent.  In  addition,  the  number  of  lost  work  days  increased 
by  12  percent. 

The  repeal  of  the  state  prevailing  wage  laws  is  a  major  reason  why  construction 
injury  rates  increased  in  tnese  states  during  the  1980's.  Proiecting  these  results,  it 
is  estimated  that  if  the  federal  Davis-Bacon  Act  is  repealed,  construction  workers 
will  suffer  an  astounding  76,000  additional  injuries  each  year.  Almost  30,000  of 
these  injuries  will  be  serious  enough  to  cause  workers  to  leave  the  jobsite.  It  is  also 
projected  that  the  construction  industry  will  have  to  absorb  675,000  additional  lost 
work  days  each  year  if  Davis-Bacon  is  eliminated.  These  additional  injuries  would 
sharply  increase  workers'  compensation  costs,  which  will  ultimately  be  borne  by  con- 
struction users. 

Conclusion:  The  Davis-Bacon  Act  Is  Necessary  and  Cost -Effective 

The  Building  and  Construction  Trades  Department,  and  its  afliUated  unions  and 
councils,  are  the  main  representatives  of  workers  in  this  industry.  We  are  clear  in 
our  objective:  to  have  an  mdustry  that  is  strong  enough  to  support  well-paying  jobs, 
so  that  skilled  workers  who  are  dedicated  to  their  crafts  can  enjoy  a  lifetime  career 
in  this  industry.  It  is  our  unequivocal  view  that  the  Davis-Bacon  Act  has  been  a 
help,  rather  than  a  hindrance,  to  the  successes  of  the  industry  to  date. 

The  Davis-Bacon  Act  has  worked  well  throughout  its  long  history.  At  the  same 
time,  the  Department  does  not  claim  that  the  Act  is  perfect  or  cannot  be  improved. 
For  that  reason,  we  have  been  working  with  others  in  the  construction  industry  to 
reform  the  Davis-Bacon  Act  so  that  it  will  work  even  better.  We  supported  a  reform 
bill  in  the  last  Congress,  and  we  continue  to  support  legislative  reforms  to  improve 
the  Act. 

I  hope  that  after  you  examine  the  anticipated  results  of  repeal,  you  will  reject  any 
idea  that  the  Davis-Bacon  Act  costs  too  much.  As  1  have  explained,  the  consequences 
or  repeal  will  undoubtedly  include  widespread  deskilling  of  the  workforce;  desta- 
bilization  of  labor  markets;  overheated  competitive  bidding;  increased  occupational 
injuries;  lower  worker  earnings;  and  greatly  reduced  tax  revenues.  These  con- 
sequences will  directly  and  immediately  affect  the  workers  and  employers  in  this 
industry.  Over  time,  these  effects  will  also  exact  a  steep  toll  on  construction  users — 
and  especially  upon  the  biggest  construction  owner  in  the  country,  the  federal  gov- 
ernment. The  simple  truth  is  that  our  nation  can't  afford  repeal. 

Madame  Chairman  and  members  of  the  Committee,  1  and  all  fifteen  of  the  build- 
ing trades  unions  wUl  fight  without  reserve  any  effort  to  repeal  the  Davis-Bacon 
Act.  But  we  stand  ready  to  work  with  you  to  improve  the  Act  to  continue  to  benefit 
the  construction  industry  of  the  21st  century. 

Thank  you. 

Senator  DeWlne.  Mr.  Baskin. 

Mr.  Baskin.  Mr.  Chairman,  members  of  the  committee,  my  name 
is  Maurice  Baskin,  and  I  am  here  today  representing  the  Coahtion 
to  Repeal  the  Davis-Bacon  Act.  The  Coalition  consists  of  national 
business  associations,  State  and  local  governments,  and  citizens' 
groups  who  share  the  belief  that  repeal  of  the  Davis-Bacon  Act  is 
long  overdue.  My  long  statement  is  in  the  record,  and  I  am  just 
going  to  summarize  it,  and  really,  I  would  like  to  respond  to  the 
statements  and  questions  that  have  already  been  made  today. 

The  Act  is  the  epitome  of  wasteful  special  interest  legislation.  It 
has  undermined  confidence  in  our  Government.  There  is  no  credi- 
ble dispute  over  whether  this  Act  costs  the  Government  money — 
of  course  it  does.  Do  you  want  studies?  We  have  put  into  the  record 
our  booklet,  which  has  over  a  dozen  economic  studies  over  the  last 
decade,  every  one  of  which  comes  to  that  conclusion,  which  should 
be  obvious  to  anyone  when  we  are  talking  about  an  Act  that  clearly 
inflates  wage  rates. 

What  we  are  being  told  today  is  that  the  law  should  be  sold  not 
as  the  prevailing  wage  law,  which  is  what  it  says  in  the  law  it  is 
supposed  to  be;  instead,  it  apparently  now  has  become  a  wage 
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bonus  law,  which  is  what  we  just  heard  about  it  and  which  is  what 
these  charts  that  have  been  presented  seem  to  indicate.  They  seem 
to  be  saying  that  the  wage  rate  of  the  average  construction  worker 
is  at  this  level,  and  we  should  not  go  back  to  what  is  the  true  mar- 
ket rate. 

Well,  that  was  not  the  original  intent  of  Davis-Bacon.  As  we  have 
been  told,  it  was  supposed  to  prevent  unscrupulous  contractors 
from  hauling  cheap  labor  around  the  country  to  undercut  local 
firms  on  Federal  public  works  projects.  And  today,  as  you  have 
heard,  the  Act  is  operating  exactly  opposite  to  its  original  intent, 
because  in  fact  the  people  hauling  laborers  around  the  country  are 
the  Davis-Bacon  specialists,  who  are  the  only  ones  who  can  under- 
stand and  make  sense  out  of  the  Act,  and  who  are  taking  advan- 
tage of  the  inflated  wages  on  these  Davis-Bacon  contracts  to  get 
this  enclave  of  work. 

So  for  this  reason  as  well,  the  Davis-Bacon  Act  should  be  re- 
pealed. 

We  have  heard  from  some  minority  contractors,  a  minority  con- 
tractor today,  and  again  from  the  unions,  that  it  does  not  discrimi- 
nate and  is  not  a  problem  for  that  reason.  Why  is  it,  then,  that  a 
group  of  minority  contractors  have  filed  a  lawsuit  to  have  the  Act 
declared  to  be  unconstitutional  because  of  its  discriminatory  effect 
and  intent,  as  reflected  in  numerous  statements  in  the  Congres- 
sional Record?  One  was  referred  to  earlier  today  by  Congressman 
Bacon.  Let  me  just  read  you  another  one  by  one  of  the  sponsors  of 
the  bill,  supporting  Davis-Bacon  on  the  floor  of  the  House.  He  was 
complaining  about  "cheap  colored  labor  in  competition  with  white 
labor  throughout  the  country."  That  is  what  was  underlying  this 
bill  when  it  was  passed.  It  is  unfortunate  that  people  in  Congress 
with  strong  civil  rights  records  are  nevertheless  trying  to  keep  in 
place  a  law  that  has  these  kinds  of  discriminatory  effects  and  was 
clearly  based  on  discriminatory  intent. 

We  have  heard  a  lot  about  safety,  immigration,  minimum  wage, 
unions.  None  of  those  are  before  you  today.  There  are  other  laws 
that  deal  with  those  things.  There  is  the  Fair  Labor  Standards  Act 
that  protects  the  minimum  wage,  and  we  have  heard  recently  there 
is  a  move  to  increase  that.  That  is  independent  of  the  Davis-Bacon 
Act.  The  Occupational  Safety  and  Health  Act  protects  worker  safe- 
ty on  Davis-Bacon  jobs  as  well  as  private  jobs.  Title  VH  of  the  Civil 
Rights  Act,  the  National  Labor  Relations  Act,  immigration  laws,  all 
protect  and  address  the  concerns  that  we  have  heard  about  today. 

In  addition,  since  the  Davis-Bacon  Act  was  passed,  there  has 
been  this  elaborate  procurement  process  established  to  protect  the 
country  from  unscrupulous  contractors.  And  the  fact  is  that  if  peo- 
ple go  out  and  offer  low  wages  and  bring  in  people  who  are  un- 
skilled, they  will  not  be  qualified  contractors,  will  not  get  the  Grov- 
ernment  jobs,  and  you  will  not  have  to  worry  about  them.  You  do 
not  need  the  Davis-Bacon  Act  to  solve  that  problem. 

The  paperwork  burdens  have  been  referred  to.  Nothing  that  we 
have  heard  about  is  going  to  stop  those,  short  of  repeal — $100  mil- 
lion dollars  a  year  in  payroll  reports  costing  the  contractors  who 
are  supposed  to  be  submitting  this  information. 

We  have  heard  about  the  Congressional  Budget  Office  report. 
The  only  problem  with  that  report  is  that  it  understated  the  sav- 
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ings.  That  $3.7  billion  in  savings  does  not  even  count  the  helper 
savings  because  they  assume  that  the  helper  rule  which  was  ap- 
proved by  the  courts  was  going  to  be  put  in  place.  In  fact,  the  rule 
was  stopped.  That  is  another  $500  million  a  year.  So  the  true  num- 
ber, if  you  can  believe  this  conservative  estimate,  is  close  to  $6  bil- 
lion a  year  in  savings  resulting  from  repeal  of  the  Davis-Bacon  Act. 

We  have  heard  about  problems  with  productivity.  There  is  no 
study  that  shows  any  productivity  gap  between  Davis-Bacon  and 
nonDavis-Bacon  work,  between  union  work  and  nonunion  work.  No 
such  thing  exists.  If  anything,  the  productivity  goes  in  the  other  di- 
rection. As  Mr.  Hess  testified  earlier,  the  use  of  helpers  and  semi- 
skilled classifications  allows  the  nonunion  contractors,  or  anv  con- 
tractor on  nonDavis-Bacon  jobs,  to  achieve  much  greater  productiv- 
ity than  on  Davis-Bacon  work. 

Finally,  on  the  issue  of  safety,  we  have  heard  statements  that 
the  union  sector  or  Davis-Bacon  sector,  whichever  it  is,  has  greater 
safety  records.  In  fact,  the  Government's  own  statistics  show,  in  the 
most  recent  OSHA  fatality  studies,  that  the  nonunion  safety  record 
was  20  percent  better.  That  is  to  say,  the  union  fatality  record  was 
20  percent  worse  under  the  Government's  own  statistics  and  stud- 
ies. 

And  last,  we  have  heard  from  the  administration  that  the  Act 
should  somehow  be  reformed,  and  they  will  make  the  improve- 
ments, even  though  they  have  not  been  able  to  do  that  over  the  last 
20  years  when  people  have  been  asking.  The  fact  is  the  administra- 
tion of  the  Act  is  a  mess.  The  reforms  supposedly  proposed  in  the 
last  Congress  would  have  made  the  Act  worse.  The  correct  answer 
now,  long  overdue,  is  repeal. 

Thank  you. 

Senator  DeWine.  Thank  you,  Mr.  Baskin. 

[The  prepared  statement  of  Mr.  Baskin  follows:] 

Prepared  Statement  of  Maurice  Baskin,  Esq. 

Madam  Chairman  and  members  of  the  Committee.  My  name  is  Maurice  Baskin. 
I  am  a  partner  with  the  law  firm  of  Venable,  Baetjer,  Howard  &  Civiletti,  and  I 
am  here  today  representing  the  Coahtion  to  Repeal  the  Davis-Bacon  Act.  The  Coali- 
tion consists  of  national  business  associations,  state  and  local  governments,  and  citi- 
zens groups  who  share  the  belief  that  ref)eal  of  the  Davis-Bacon  Act  is  long  overdue. 

The  Davis-Bacon  Act  of  1931  is  the  epitome  of  wasteful,  special  interest  legislation 
which  has  undermined  confidence  in  our  government  and  given  Congress  a  bad 
name.  The  law  was  bom  out  of  a  blatantly  racist  desire  to  preserve  an  enclave  of 
government  work  for  construction  unions,  at  inflated  prices,  and  at  the  expense  of 
American  taxpayers,  non-union  contractors,  and  minority  employees.  The  Davis- 
Bacon  Act  today  inflates  the  cost  of  federal  construction  by  an  average  of  5-15  per- 
cent, hindering  economic  growth  and  increasing  the  federal  deficit.  The  law  discour- 
ages small  businesses  from  bidding  on  federal  construction  projects  and  discrimi- 
nates against  minority  workers. 

The  Davis-Bacon  Act  was  a  depression  era  response  to  reports  that  unscrupulous 
contractors  were  hauling  cheap  labor  around  the  country  to  undercut  local  firms  on 
federal  public  works  projects.  Today,  the  Act  operates  counter  to  its  original  intent. 
Studies  have  shown  that  the  Act  makes  it  more  likely  that  large  non-local  firms  spe- 
cializing in  Davis-Bacon  construction  will  work  on  public  work  projects  while  small, 
minority  and  independent  contractors  avoid  Davis-Bacon  work  due  to  the  built-in 
inefficiencies  and  administrative  difficulties  associated  with  the  Act. 

This  1931  law  predated  virtually  all  of  today's  basic  worker  protections,  including 
the  minimum  wage  and  other  protections  associated  with  the  Fair  Labor  Standards 
Act  of  1938,  the  Occupational  Safety  and  Health  Act  and  the  National  Labor  Rela- 
tions Act,  all  of  which  have  made  Davis-Bacon  unnecessary.  In  addition,  unlike 
when  the  Act  was  passed,  today  an  elaborate  procurement  process  and  public  con- 
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trading  laws  screen  out  unscrupulous  and  incompetent  contractors.  In  no  industry 
other  than  construction  does  the  government  tolerate  anything  like  the  wage  and 
price  controls  imposed  by  the  Davis-Bacon  Act. 

The  associatea  paperwork  burdens  and  inefficiencies  inherent  in  the  Act  exacer- 
bate the  significant  anti-competitive  and  inflationary  effects  of  the  law.  The 
Copeland  Act  of  1934  requires  that  employers  on  Davis-Bacon  contracts  submit 
weekly  certified  payroll  reports  at  a  cost  of  $100  million  a  year,  discouraging  many 
small  and  minority  owned  firms  from  bidding  on  federal  work.  In  turn,  minorities 
and  women  who  are  much  more  well  represented  by  small  construction  firms,  and 
who  are  entering  the  workforce  in  increasing  numbers,  are  being  shut  out. 

Davis-Bacon  also  discriminates  against  minorities  because  of  the  often  inflated 
wage  and  stringent  work  rules  associated  with  the  Act.  In  private  construction, 
semi-skilled  helpers  are  used  overwhelmingly.  Helpers  assist  skilled  journeymen 
and  provide  entrance  into  the  industry  and  the  opportunity  to  receive  hands-on 
training.  Clearly,  if  contractors  must  pay  one  high  prevailing"  wage,  they  will  al- 
ways choose  the  already  skilled  worker  and  havelimited  slots  available  for  new  en- 
trants into  the  industry.  This  is  seen  most  clearly  in  the  inner  cities,  where  a  large 
amount  of  federal  construction  dollars  are  concentrated.  Unemployed  workers,  often 
minorities,  who  have  not  previously  trained  in  construction,  are  prevented  from 
working  on  Davis-Bacon  jobs  in  their  own  neighborhoods. 

Davis-Bacon  stifles  productivity  by  raising  hourly  costs  and  frustrates  such  effi- 
ciencies as  working  across  craft  lines.  Private  industry  has  found  that  merit  pay 
provides  the  best  incentive  for  productivity.  With  Davis-Bacon,  a  laborer  or  me- 
chanic is  paid  whatever  is  deemed  to  prevail  in  the  area  regardless  of  his  or  her 
skill  level  or  time  on  the  job.  Companies  that  do  both  private  and  federal  work  have 
found  that  workers  on  a  Davis-Bacon  job  tend  to  take  longer  and  are  less  productive 
because  they  are  receiving  an  inflated  wage.  Davis-Bacon  jobs  also  generally  require 
strict  assignment  of  workers,  and  payroll  reporting  on  a  ngid  craft-bycraft  basis  and 
ignore  prevailing  industry  practices  which  nave  evolved  over  the  years  to  provide 
a  more  effective  work  environment. 

An  extremely  conservative  1994  estimate  by  the  Congressional  Budget  Oflice 
found  that  the  Davis-Bacon  Act  raises  federal  construction  costs  by  at  least  $3.1  bil- 
lion over  five  years.  This  figure  assumes  that  the  current  prohibition  on  the  use  of 
Davis-Bacon  helpers  or  semi-skilled  workers  will  expire  at  the  end  of  this  fiscal 
year.  Allowing  tne  use  of  helpers  would  save  an  additional  $500  million  a  year, 
bringing  the  total  savings  from  repeal  to  nearly  $6  billion  over  five  years. 

Representatives  of  our  Coalition  to  Repeal  the  Davis-Bacon  Act,  including  small, 
minority  and  women  contractors,  have  testified  before  Congress  on  numerous  occa- 
sions over  the  last  20  years.  Since  we  first  began  calling  to  your  attention  the  ter- 
ribly wasteful  effects  of  this  law,  we  have  been  gratified  to  see  so  many  organiza- 
tions, economists  and  commentators  come  to  agree  with  our  position.  I  commend  to 
your  attention  the  bibliography  of  economic  studies  which  is  included  with  our  testi- 
mony, including  the  views  of  Nobel  Prize  winning  economists  published  during  the 
last  decade,  each  of  which  establishes  that  the  Davis-Bacon  Act  is  counterproductive 
and  should  be  repealed.  Also  included  with  our  testimony  are  editorials  and  articles 
from  such  publications  as  Reader's  Digest,  the  Wall  Street  Journal,  and  from  just 
last  week,  an  excellent  explanation  of  the  need  for  repeal  by  George  Will  in  his  na- 
tionally syndicated  column. 

The  only  significant  group  which  actively  supports  retention  of  the  Act  in  its 
present  form  is  the  Building  and  Construction  Trades  Department  of  the  AFL-CIO 
and  its  allies  in  Congress.  It  is  unfortunate  that  the  Building  Trades  Unions,  which 
represent  only  20  percent  of  the  construction  industry  workforce,  have  been  able  to 
stymie  all  meaningful  efforts  to  reform  the  Act  during  the  last  decade.  As  a  result 
of  their  efforts,  however,  it  is  now  more  clear  than  ever  that  only  repeal  of  the  Act 
can  free  the  government  construction  process  from  the  inflated  costs  and  discrimina- 
tory impact  of  Davis-Bacon. 

Nevertheless,  the  Building  Trades  are  here  again  today,  still  attempting  to  pre- 
serve their  enclave,  at  the  expense  of  the  American  taxpayers  and  the  construction 
industry  as  a  whole.  It  is  important  to  respond  to  the  arguments  which  the  unions 
continue  to  put  forward  concerning  the  Act.  As  we  will  easily  show,  the  unions'  ar- 
guments are  based  entirely  on  myths,  not  reality,  and  they  should  be  rejected. 

MYTH  No.  1:  Davis-Bacon  merely  protects  the  wages  and  benefits  prevailing  in  the 
area. 

Davis-Bacon  wages  typically  do  not  reflect  accurately  the  local  wage.  Area  wage 
and  benefit  determinations  made  by  the  Department  oi  Labor  are  inherently  Hawed 
and  rely  heavily  on  union  collective  bargaining  agreements.  Surveys  are  rarely  con- 
ducted by  an  understaffed  Labor  Department,  and  the  Department  relies  on  vol- 
untary responses  which  are  sketchy  at  best.  In  addition,  the  very  concept  of  freezing 
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wages  at  a  so-called  "prevailing"  level,  means  that  as  much  as  49  percent  of  the 
wages  paid  in  each  local  community  are  disallowed  on  government  construction  con- 
tracts. Also,  by  such  illogical  practices  as  not  allowing  for  the  widespread  use  of 
semi-skilled  helpers,  the  government  surveys  further  misstate  the  wages  that  actu- 
ally prevail  in  the  construction  industry. 

Study  after  study  has  shown  that  Uavis-Bacon  raises  the  cost  of  construction  at 
the  local  level.  The  extremely  conservative  1994  estimate  by  the  Congressional 
Budget  Office,  previously  referred  to,  found  that  the  law  raises  federal  costs  by 
nearly  $6  billion  over  five  years.  Such  cost  inflation  comes  primarily  from  the  area 
wage  and  benefits  determinations  made  by  the  Department  of  Labor.  In  practice, 
Davis-Bacon  raises  the  cost  of  federal  construction  at  the  local  level  by  an  average 
of  5  to  15  percent. 

MYTH  No.  2:  The  Act  prevents  waee-cutting  by  unscrupulous  contractors,  thereby 
promoting  fair  competition  based  on  decent  local  labor  standards. 

Unlike  when  the  Act  was  passed  in  1931,  today  an  elaborate  procurement  process 
and  public  contracting  laws  screen  out  the  unscrupulous  and  incompetent  through 
fraud  standards  and  the  requirement  that  contracts  go  only  to  the  lowest  qualified 
bidder.  Davis-Bacon  does  not  add  an  extra  layer  of  protection  in  this  regard.  Rather, 
it  is  an  act  of  social  engineering  designed  to  protect  one  special  interest — labor 
unions — by  adopting  their  definition  of  "decent  local  labor  standards." 

Additionally,  when  Davis-Bacon  was  originally  enacted  the  Act  predated  virtually 
all  of  today's  basic  worker  protections  including  the  minimum  wage  and  other  pro- 
tections included  in  the  Fair  Labor  Standards  Act,  the  Occupational  Safety  and 
Health  Act  and  the  National  Labor  Relations  Act.  These  laws  now  protect  workers 
against  unscrupulous  contractors,  so  again  Davis-Bacon  is  no  longer  needed. 

It  is  also  false  for  the  unions  to  assume  that  worker  earnings,  as  opposed  to  mere 
wages,  will  automatically  go  down  after  repeal.  Because  the  government  agencies 
will  have  more  dollars  available  to  spend  on  construction,  there  will  be  more  jobs 
available,  and  more  earning  opportunities.  Recent  studies  have  shown  that  a  return 
of  inflated  wages  to  true  market  levels  in  fact  achieves  an  increase  in  real  earnings 
of  construction  woriters  for  just  this  reason. 

In  no  industry  other  than  construction  does  the  government  force  its  contractors 
to  pay  inflated  wage  rates,  at  taxpayers'  expense.  The  private  sector  in  our  industry 
is  more  than  adequately  served  oy  the  competitive  marketplace.  Contrary  to  the 
claims  of  the  supporters  of  Davis-Bacon,  wages  in  the  construction  industry,  in  both 
the  union  and  the  open  shop  sectors,  surpass  the  average  wages  in  other  industries. 
Society  places  a  premium  on  construction  services,  whether  in  the  public  or  private 
markets,  and  the  workers  are  the  beneficiaries. 

MYTH  No.  3:  Davis-Bacon  is  necessary  to  ensure  that  federal  government  contracts 
for  the  highest  quality  construction. 

Billions  of  dollars  worth  of  private  construction  is  performed  every  year  without 
the  "benefit"  of  Davis-Bacon.  Eighty  percent  of  the  construction  in  this  country  is 
performed  open  shop.  Supporters  of  Davis-Bacon  are  the  last  to  recognize  a  fact 
which  the  private  sector  has  known  for  over  30  years,  namely,  that  union  construc- 
tion does  not  automatically  denote  high  quality.  The  rest  of  the  country  is  contract- 
ing for  high  quality  construction  services.  Under  Davis-Bacon,  the  federal  govern- 
ment is  simply  paying  more  for  it. 

MYTH  No.  4:  Davis-Bacon  wage  rates,  even  if  higher,  are  somehow  offset  by  the 
greater  productivity  of  better  paid  workers. 

Again,  the  unions  claim  that  higher  wages  mean  higher  quality  and  productivity. 
Economists  in  the  private  sector  have  found  that  there  is  no  productivity  '"gap", 
however,  between  union  and  non-union  construction.  Private  industry  has  found 
that  merit  pay  provides  the  best  incentive  for  productivity.  Moreover,  with  Davis- 
Bacon,  a  laborer  or  mechanic  must  be  paid  at  the  single,  pre-specified  "skilled"  rate, 
regardless  of  his  or  her  skill  level  or  the  needs  of  the  job.  This  practice  clearly  does 
not  promote  a  productive  workforce.  In  fact,  companies  that  do  both  private  and  fed- 
eral work  have  found  that  workers  on  a  Davis-Bacon  job  tend  to  take  longer  because 
they  are  receiving  an  inflated  wage  and  have  less  incentive  to  be  be  productive.  In 
addition,  when  a  worker  is  paid  an  inflated  Davis-Bacon  wage  one  day  and  the  ac- 
tual prevailing  wage  the  next,  they  are  often  not  as  motivated.  Davis-Bacon  stifles 
productivity  by  raising  hourly  costs  while  frustrating  such  efficiencies  as  training 
across  craft  lines. 

MYTH  No.  5:  It  is  only  through  the  benefit  requirements  of  Davis-Bacon  that  con- 
tractors provide  apprenticeship  trainine  on  government  projects. 

The  entire  construction  industry  today,  open  shop  and  union,  is  dedicated  to  con- 
tinuous training.  When  Davis-Bacon  was  enacted,  union  apprenticeship  was  the 
only  form  of  training.  Efforts  in  the  open  shop  sector  to  initiate  formal  training  pro- 
grams were  at  first  stymied  by  union  apprenticeship  programs  and  their  supporters 
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in  local  governments.  Numerous  courts  have  chastised  state  apprenticeship  councils 
and  agencies  for  discriminating  against  open  shop  programs  and  for  setting  up  bar- 
riers which  favor  union  plans.  It  is  disingenuous  for  the  supporters  of  Davis-Bacon 
to  suggest  that  contractors  would  forego  the  progress  they  have  made  in  the  area 
of  apprenticeship  training,  now  that  they  have  finally  overcome  discrimination  cre- 
ated Dy  those  supporters  of  the  Act.  In  addition,  to  assume  apprenticeship  training 
is  the  only  or  best  form  of  training  is  to  ignore  successful  competency-based  task 
oriented  training  programs  used  throughout  the  industry. 

MYTH  No.  6:  ifnions  have  supposedly  "fixed"  their  age-old  discrimination  problem, 
and  the  Davis-Bacon  Act  does  not  on  its  face  discriminate  against  minorities. 

Unions  continue  to  have  an  abysmal  record  with  regard  to  discrimination  against 
minorities  and  women.  A  special  master  in  charge  of  a  class-action  race  discrimina- 
tion case  against  a  union  local  in  Chicago  last  year  declared  that  the  union  leader- 
ship was  "incapable"  of  operating  its  hiring  hall  in  a  manner  free  from  discrimina- 
tion. Sex  discrimination  and  sex  harassment  charges  against  unions  and  union  offi- 
cials are  being  reported  with  great  frequency. 

Even  if  unions  were  now  free  of  their  discriminatory  practices,  however,  the  Act 
would  continue  to  promote  discrimination  unless  it  is  repealed,  because  of  its  inher- 
ent administrative  inefficiencies.  The  burdens  of  complying  with  the  Act  fall  most 
heavily  on  small,  minority  owned  and  women-owned  businesses,  who  therefore  sim- 
ply do  not  try  to  perform  government  work.  Also,  because  of  the  Act's  rigid  wage 
requirements,  the  majority  of  new  entrants  to  the  industry,  minorities  and  women 
who  are  semi-skilled,  cannot  be  used  on  federal  jobs  at  skilled,  journeymen  wage 
rates. 

MYTH  No.  7:  The  Act  is  needed  to  protect  local  workers  from  outside  contractors. 

This  justification  for  the  original  law  has,  in  practice,  been  turned  on  its  head. 
Because  the  Act  is  so  complicated  to  comply  with,  and  because  only  a  small  group 
of  contractors  can  afford  to  comply  with  the  paperwork  burdens  and  rigid  wage  re- 
quirements, small  local  contractors  are  now  frequently  shut  out  of  federal  work.  In- 
stead, Davis-Bacon  specialists  travel  the  country  taking  government  work  away 
from  local  workers,  often  importing  out-of-town  union  ioumeymen  to  do  work  that 
local  non-union  or  minority  workers  could  do  just  as  well. 

MYTH  No.  8:  The  Act  can  somehow  he  reformed  to  work  more  effectively. 

The  reform  efforts  of  the  last  decade  have  convincingly  proved  that  only  repeal 
of  the  Davis-Bacon  Act  can  serve  to  remedy  the  problems  which  have  been  identified 
in  its  enforcement.  We  have  previously  suggested  dramatically  raising  the  thresh- 
old, codifying  the  site  of  the  work  restriction,  eliminating  coverage  of  lease  agree- 
ments, codifying  the  increased  use  of  helpers,  eliminating  certified  payroll  require- 
ments, mandating  published  job  descriptions  and  work  rules,  and  other  much  need- 
ed changes.  The  fact  remains,  however,  that  repeal  will  save  the  most  money,  will 
remove  the  most  paperwork  burdens,  and  will  remove  the  greatest  impediments  to 
minority  participation  in  the  construction  industry. 

CONCLUSION 

There  is  no  logical  justification  for  continuing  the  Davis-Bacon  Act  in  existence. 
If  Congress  is  serious  about  eliminating  wasteful  spending  programs  in  order  to  bal- 
ance the  budget,  then  elimination  of  the  Davis-Bacon  Act  should  be  first  on  the  list. 
As  long  as  Davis-Bacon  remains  on  the  books,  then  American  taxpayers  will  con- 
tinue to  view  Congress  as  being  hypocritical  in  its  budget  cutting  enorts.  Please  re- 
peal Davis-Bacon  now.  Thank  you  for  your  attention. 

Senator  DeWine.  Senator  Simon. 

Senator  Simon.  Thank  you,  Mr.  Chairman. 

Mr.  Baskin,  in  the  House,  they  held  hearings  on  this,  and  Char- 
lotte Herbert  testified  in  behalf  of  your  Coalition  to  Repeal  the 
Davis-Bacon  Act,  and  she  said,  and  I  am  quoting:  "Repeal  is  what 
the  American  people  wanted  when  they  gave  us  a  business-con- 
trolled Congress."  Is  she  speaking  in  behalf  of  your  sentiments, 
also? 

Mr.  Baskin.  Well,  that  repeal  is  what  the  American  people  want- 
ed, absolutely.  The  taxpayers  cannot  understand  why  this  extra  $6 
billion  is  being  spent  to  provide  wage  bonuses — why  this  is  the  only 
industry  where  a  prevailing  wage  and  wage  controls  are  being  es- 
tablished. So,  yes,  I  think  that  is  true. 
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Senator  Simon.  OK,  but  when  she  talked  about  "a  business-con- 
trolled Congress,"  are  those  your  sentiments  also? 

Mr.  Baskin.  Well,  I  do  not  know  what  she  is  referring  to  there, 
and  I  do  not  think  about  Congress  as  "business-controlled,"  no. 

Senator  SiMON.  All  right.  Let  me  just  say  that  you  mentioned 
some  studies,  and  I  have  to  say  I  am  a  bit  perplexed  by  the  results 
of  your  studies  because  they  go  contrary  to  what  I  have  seen. 

For  example,  the  studies  show  very  clearly — and  there  were  Har- 
vard studies  on  this — that  union  employees  generally  stay  longer 
on  a  job  than  nonunion  employees,  that  employees  who  stay  longer 
in  a  job  generally  are  more  satisfied,  that  union  employees  are  paid 
more,  and  those  who  are  paid  more  generally  are  more  productive 
and  more  satisfied.  And  in  terms  of  the  safety  record,  I  just  saw 
one  the  other  day  on  coal  mines,  which  very  clearly  showed  that 
union  coal  mines  are  much  safer  than  nonunion  coal  mines.  I  am 
interested  in  your  other  studies. 

Let  me  ask  you  this 

Mr.  Baskin.  Could  I  respond  to  that,  first  of  all? 

Senator  Simon.  Yes,  very  briefly,  because  I  only  have  a  limited 
time. 

Mr.  Basken.  Yes,  but  on  the  productivity  issue,  if  what  is  being 
said  were  true,  then  I  would  guess  that  the  entire  private  sector 
would  be  building  on  a  union-only  basis,  when  in  fact  the  opposite 
is  the  case — unions  today  represent  only  20  percent  of  the  workers 
in  this  country  in  the  construction  industry. 

The  private  sector  needs  productive  workplaces.  They  need  build- 
ings that  will  stand  up.  They  are  obviously  getting  built;  it  is  just 
that  the  Gk)vemment  is  paying  more  for  them. 

Senator  Simon.  Well,  we  could  get  into  a  debate  in  this  area,  but 
what  is  clear  is  that  you  are  able  to  pay  less  money  for  your  work- 
ers. 

Now,  in  the  manufacturing  sector  which  you  represent,  would 
you  like  to  get  rid  of  all  tariffs  that  protect  American  manufactur- 
ing? 

Mr.  Baskin.  Well,  in  manufacturing,  there  is  no  equivalent  of  the 
prevailing  wage  law. 

Senator  Simon.  Well,  you  did  not  answer  my  question. 

Mr.  Baskin.  No.  I  am  not  here  representing  the  manufacturing 
industry,  so  I  cannot  really  speak  to  the  tariffs  that  are  present  to 
protect — to  what  you  are  asking;  I  am  sorry. 

Senator  Simon.  But  the  reality  is  that  a  tariff  is  a  protection  for 
American  businesses.  I  am  not  suggesting  that  we  should  get  rid 
of  all  tariffs. 

I  do  suggest  that  for  those  people,  who  are  primarily  in  that  sec- 
ond quintile  on  the  chart,  that  we  have  a  duty  to  protect  not  only 
manufacturers  but  also  workers,  whose  wages  are  going  to  be  de- 
pressed more  if  we  pass  this. 

Mr.  Georgine,  we  heard  from  two  of  the  witnesses  about  the 
helper  issue,  and  I  wonder  if  you  would  like  to  respond  to  that. 

Mr.  Georgine.  Well,  the  helper  issue,  the  way  they  use  it,  is  just 
a  way  of  paying  laborers,  workers,  a  lesser  wage.  Now,  they  will 
have  14,  15  helpers  on  a  job  to  about  four  or  five  journeymen,  and 
they  are  paying  those  helpers  at  the  minimum  wage  or  just  a  little 
bit  above  it,  but  usually  around  the  minimum  wage.  So  it  is  just 
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a  question  of  how  they  can  pay  people  less  money.  They  do  not  be- 
come journeymen,  they  do  not  become  apprentices,  they  do  not 
have  a  career  in  construction;  all  they  are  is  cheap  labor. 

Senator  Simon.  And  on  a  Davis-Bacon  job,  you  do  have  appren- 
tices, don't  you? 

Mr.  Georgine.  Yes,  we  do. 

Senator  Simon.  So  that  it  does  not  mean  everyone  is  paid  at 

Mr.  Georgine.  At  journeyman  rate,  no. 

Senator  Simon.  Thank  you. 

Mr.  Thieblot,  I  must  say  you  are  the  best-dressed  witness  we 
have  had  here  for  some  time. 

Mr.  Thieblot.  We  do  share  a  predilection.  Senator. 

Senator  SiMON.  Are  you  here  representing  any  particular  client, 
or  can  you  tell  me  what  kind  of  clients  you  have? 

Mr.  Thieblot.  I  have  no  clients  in  the  construction  industry.  ! 
am  simply  here  as  an  expert  on  Davis-Bacon  and  as  a  concerned 
citizen. 

Senator  SiMON.  And  you  make  your  living  how? 

Mr.  Thieblot.  Oh,  in  completely  different  ways;  it  would  take 
me  a  while  to  explain,  but  it  involves  a  thousand  violins,  among 
other  things. 

Senator  Simon.  I  am  a  little  confused. 

Mr.  Thieblot.  I  am  sorry.  My  current  occupation  is  as  a  business 
executive  in  a  company  that  does  publications  and  communications 
consulting  for  colleges  and  universities.  I  do  some  private  economic 
contracting  with  respect  to  pilot  age  rates  in  marine  transportation 
and  in  other  fields,  including  quite  a  number;  they  are  on  my  re- 
sume. But  in  any  event,  I  have  no  active  participation  in  the  con- 
struction industry.  I  do  occasionally  still  write  an  article  about 
Davis-Bacon  because  it  continues  to  interest  me,  having  been 
around  for  so  long  in  the  face  of  such  overwhelming  reasons  why 
it  should  stop  being  around. 

Senator  Simon.  Mr.  Anderson,  let  me  just  express  my  apprecia- 
tion for  your  testimony  and  the  administration's  testimony.  We  are 
in  for  a  fight  on  this,  and  my  hope  is  that  the  administration  will 
not  back  off,  and  that  the  President  at  some  point  will  make  it  very 
clear  that  if  this  passes,  he  will  veto  it. 

I  think  we  have  a  responsibility  to  protect  American  workers.  So 
I  thank  you,  and  I  thank  all  of  the  witnesses. 

Thank  you,  Mr.  Chairman. 

Senator  DeWeste.  Senator  Jeffords? 

Senator  Jeffords.  Mr.  Anderson,  first  let  me  say  that  I  have 
been  a  supporter  of  Davis-Bacon  until  recently,  but  we  have  had 
many  attempts  to  try  to  modify  it  in  order  to  make  it  less  difficult 
to  assist  in  certain  ares  with  respect  to  cost,  in  particular  the  work- 
er/helper regulations  and  the  threshold  which  we  set  to  make 
Davis-Bacon  applicable. 

Do  you  have  any  recommendations  for  the  administration  in  that 
area?  If  we  are  going  to  find  an  answer  here  that  maybe  is  some- 
thing between  repeal  and  some  reasonable  changes,  do  you  have 
any  recommendations  as  to  what  you  think  ought  to  be  done  to 
make  it  less  egregious  and  acceptable  to  the  administration? 

Mr.  Anderson.  Well,  as  you  know.  Senator,  last  year  the  admin- 
istration offered  a  Davis-Bacon  reform  measure.  We  testified  on 
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that  before  the  committee,  which  I  beheve  was  chaired  at  that  time 
by  Senator  Simon.  And  I  think  that  a  good  place  to  start  would  be 
with  that  provision. 

There  are  several  measures  in  there  that  would  go  a  long  way 
toward  addressing  some  of  the  more  important  criticisms  of  the 
Davis-Bacon  Act,  the  way  it  is  administered — for  example,  raising 
the  threshold.  If  the  threshold  is  raised  from  the  current  level  of 
$2,000  to  $100,000,  more  than  60  percent  of  the  contracts  would  be 
removed  from  Davis-Bacon  coverage,  mainly  smaller  contracts. 

Then  there  is  also  the  question  of  the  paperwork  involved.  There 
were  recommendations  for  changing  many  of  the  payroll  reporting 
requirements.  There  was  some  reference  to  that  earlier.  I  think 
something  can  be  done  in  that  area. 

And  there  are  other  provisions  of  the  Davis-Bacon  Act  at  the 
present  time  that  I  think  certainly  can  be  addressed,  and  we  would 
like  to  work  with  the  members  of  the  Senate  to  see  if  we  cannot 
come  up  with  a  satisfactory  reform  of  Davis-Bacon,  on  the  one  hand 
to  preserve  the  very  important  protections  that  the  Davis-Bacon 
Act  provides  for  construction  workers,  while  on  the  other  hand  try- 
ing to  be  sure  that  it  is  efficient  and  cost-effective  and  serves  the 
interests  both  of  cost  as  well  as  protecting  workers. 

Senator  Jeffords.  What  about  helper  regs? 

Mr.  Anderson.  We  are  now  in  the  Department  of  Labor,  as  you 
know,  prohibited  from  putting  into  place  the  helper  regulation. 
There  was  a  rider  on  the  appropriations  bill  for  the  Department  of 
Labor.  In  the  meantime,  we  are  examining  the  helper  regulation  in 
an  effort  to  see  the  extent  to  which  helpers  might  be  used  on 
Davis-Bacon  projects.  That  study  continues  to  be  underway  within 
the  Department  of  Labor,  and  we  would  hope  to  be  able  to  address 
that  issue  in  the  fullness  of  time. 

Now,  let  me  say  that  if  the  Davis-Bacon  Act  is  repealed,  then  the 
helper  question  is  moot,  and  so  we  were  trying  to  deal  with  one 
thing  at  a  time  in  an  effort  to  address  the  issues  that  are  imme- 
diately before  us. 

Senator  Jeffords.  I  think  in  your  testimony,  or  at  least  some  of 
the  witnesses  have  testified  that  if  we  did  repeal  Davis-Bacon,  that 
it  would  have  a  depressing  effect  on  working  conditions  for  the 
market  as  a  whole.  When  we  were  involved  with  Davis-Bacon  at 
the  start,  something  like  60  percent  of  the  construction  that  was 
going  on  was  Federal  projects;  now  it  is  much,  much  less  than  that. 
How  would  it  have  a  depressing  effect  on  the  working  conditions 
or  the  pay  conditions,  as  it  has  a  much  smaller  effect  on  the  mar- 
kets now? 

Mr.  Anderson.  The  construction  industry  is  a  very  competitive 
industry.  It  is  an  intensely  competitive  industry.  And  even  in  those 
segments  of  the  industry,  if  we  could  look  at  local  labor  markets, 
very  often  the  work  that  is  done  with  Federal  funding  is  a  signifi- 
cant part  of  the  work  in  that  local  labor  market.  I  am  from  Phila- 
delphia, and  I  can  tell  you  that  when  there  was  a  project  to  con- 
struct the  Federal  courthouse,  that  was  the  biggest  game  in  town. 
So  there  would  be  a  tendency  in  the  absence  of  the  Davis-Bacon 
prevailing  wage  coverage  for  contractors  from  other  areas  to  come 
in  and  bid  on  the  basis  of  the  wage.  The  labor  cost  is  the  single 
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most  important  element  of  cost  in  construction — not  the  cost  of  cap- 
ital and  equipment  or  even  materials — it  is  the  labor  cost. 

So  that  if  you  remove  the  labor  cost  protection,  the  very  first 
thing  that  any  contractor  probably  would  look  to  would  be  the  op- 
portunity to  reduce  those  labor  costs  in  an  effort  to  trj'  to  compete 
and  get  the  competitive  advantage  vis-a-vis  other  bidders. 

Now  let  me  say  a  word  about  the  prevailing  wage.  The  prevailing 
wage  is  simply  the  wage  that  is  established  in  the  marketplace.  It 
is  the  wage  that  is  being  paid  to  most  of  the  workers  in  those  job 
occupations  in  that  labor  market.  How  do  we  determine  the  pre- 
vailing wage?  We  conduct  surveys.  Requests  for  information  are 
sent  out  to  contractors  in  the  local  community,  usually  on  a  county 
basis,  and  information  is  sought  from  them  on  what  wages  they  are 
paying  for  workers  in  specific  occupations.  The  Department  of 
Laoor  then  receives  that  information  and  analyzes  it,  and  on  the 
basis  of  the  information  received  from  the  local  labor  market,  the 
prevailing  wage  is  determined. 

This  is  not  something,  you  see,  that  comes  out  of  thin  air.  It  is 
not  an  arbitrarily  determined  wage.  The  prevailing  wage  is  the 
market-determined  wage  in  the  local  labor  market.  It  is  based  upon 
a  survey. 

Now,  one  can  argue  that  the  surveys  are  methodologically 
flawed.  If  they  are  methodologically  flawed,  it  is  in  large  part  be- 
cause many  of  those  who  are  asked  to  provide  information  on  what 
the  wages  are  never  respond.  The  Wage  and  Hour  Division  spends 
an  inordinate  amount  of  money  trying  to  get  a  satisfactory  re- 
sponse rate  to  the  questions  on  what  contractors  in  local  labor  mar- 
kets are  paying  construction  workers.  So  then,  the  prevailing  wage, 
which  must  then  be  determined  by  the  Department  in  compliance 
with  the  Davis-Bacon  Act,  has  to  be  determined  on  the  basis  of  the 
information  that  we  receive  from  the  local  labor  market.  And  if 
there  is  no  requirement  that  all  bidders  use  that  prevailing  wage — 
and  incidentally,  that  wage  is  just  a  floor;  there  is  no  requirement 
that  the  wage  be  paid,  and  some  contractors  might  want  to  pay 
more  than  the  prevailing  wage.  The  Davis-Bacon  Act  says  that  you 
cannot  pay  less  than  the  prevailing  wage.  So  it  is  an  average  wage. 

If  you  take  the  wage  out  of  competition  in  the  bidding  for  the 
construction  contract,  then  obviously,  the  competition  must  be 
waged  on  other  grounds.  What  other  grounds?  On  the  efficiency, 
the  quality  of  the  work,  the  productivity  of  the  workers,  and  other, 
more  legitimate  factors.  What  you  do  not  do  with  the  Davis-Bacon 
Act  is  try  to  balance  the  budget  on  the  backs  of  construction  work- 
ers. I  think  that  that  is  not  good  public  policy,  and  that  is  what 
the  Davis-Bacon  Act  attempts  to  do. 

Senator  Jeffords.  Mr.  Thieblot? 

Mr.  Thip:blot.  I  was  wondering  if  I  could  tag  onto  the  end  of  that 
with  a  slightly  different  perception.  Dr.  Anderson  is  an  economist — 
he  happens  to  be  an  old  friend  of  mine  and 

Mr.  Anderson.  We  were  in  graduate  school  together;  that  is 
what  he  means. 

Mr.  Thieblot.  [continuing.]  A  classmate  in  graduate  school.  So 
I  know  that  Dr.  Anderson  is  thoroughly  familiar  with  economics. 
The  principal  law  of  economics  is  called  supply  and  demand,  and 
basically  what  it  says  is  that  if  you  increase  the  demand  for  a  prod- 
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uct,  you  are  going  to  increase  the  price  for  it.  If,  suddenly,  a  new 
post  office  is  built  in  Philadelphia,  the  Federal  Government  is 
going  to  come  in  and  create  a  lot  of  demand  for  construction  work- 
ers. Elementary  economics  tells  you  that  it  is  inconceivable  that 
the  contractors  on  that  job  are  going  to  be  able  to  get  construction 
workers  by  lowering  their  offering  rate.  You  cannot  attract  people 
by  offering  low  wages.  V/hen  you  have  new  demand  in  a  commu- 
nity, you  have  got  to  attract  people. 

Senator  Simon.  But  what  if  70  percent  of  the  carpenters  are  out 
of  work? 

Mr.  Thieblot.  If  you  have  70  percent  of  the  carpenters  out  of 
work,  you  have  a  different  situation.  But  that  was  true  in  the  De- 
pression; it  is  not  true  now.  Senator. 

Senator  Simon.  Well,  let  me  tell  you,  it  is  true  in  a  lot  of  places 
around  this  country  right  now. 

Mr.  Thieblot.  Even  in  that  case,  you  have  to  assume  that  there 
is  a  monopsonistic  control  on  the  part  of  the  purchaser  of  construc- 
tion. You  have  to  assume  that  a  low  wage  offer  cannot  be  refused 
by  the  people  who  are  not  working  in  order  for  the  low  wage  rate 
offer  to  be  accepted.  But  it  can  be  refused.  People  refuse  low  wage 
offers  for  a  variety  of  reasons. 

The  market  rate  that  Davis-Bacon  is  supposed  to  reflect  is  the 
rate  arrived  at  by  people  refusing  to  work  for  less.  That  is  the  rate 
that  Davis-Bacon  is  supposed  to  reflect. 

Mr.  Georgine  would  say  that  if  you  eliminate  Davis-Bacon  from 
a  job,  you  are  going  to  depress  wages  to  substandard  conditions. 
How  is  that  possible  when  Davis-Bacon  is  supposed  to  be  reflecting 
the  free  market  rate  in  the  first  place?  Is  the  free  market  rate  sub- 
standard? Absurd. 

Mr.  Anderson.  May  I  respond  to  Dr.  Thieblot's  economic  theory? 

Senator  Jeffords.  Sure.  You  guys  are  doing  great.  Go  right 
ahead. 

Mr.  Anderson.  Because  he  and  I  sat  in  the  same  course  in 
microeconomic  theory,  and  I  think  he  heard  something  a  little  dif- 
ferent from  what  I  heard. 

Mr.  Thieblot.  I  hope  not,  because  that  is  the  way  it  works. 

Mr.  Anderson.  Let  me  suggest  that  the  basis  on  which  the  sce- 
nario described  by  Armand  Thieblot  would  play  out  is  if  you  had 
free  competition  in  the  market,  you  had  full  emplojmient  in  the 
market,  so  that  the  demand  for  construction  labor  would  increase 
at  the  time  the  new  project  would  come  into  play. 

Now,  as  Senator  Simon  indicated,  in  most  labor  markets,  there 
is  usually  underutilization  of  construction  workers.  It  is  a  seasonal 
industry;  workers  are  often  unemployed  or  underemployed,  so  you 
are  almost  always  likely  to  have  a  greater  supply  than  demand  for 
labor. 

Second,  under  the  Federal  Government's  procurement  policy,  the 
Federal  Government  is  obligated  to  choose  the  lowest  bidder,  that 
is,  the  bidder  who  comes  in  with  the  lowest  cost  for  that  project. 

And  you  see,  Armand,  that  introduces  a  new  element  into  the 
process,  so  you  do  not  really  have  a  freely  competitive  labor  market 
operating  there  when  you  have  that  standard  that  the  Federal  Gov- 
ernment has  to  select  the  bidder  who  offers  the  lowest  price. 


112 

Mr.  Thieblot.  It  is  amazing  that  in  the  80  percent  of  the  con- 
struction in  this  country 

Senator  Jeffords.  Mr.  Thiebolt,  please,  go  ahead  and  counter. 

Senator  DeWine.  If  I  could  just  advise  all  the  witnesses  that  we 
have  a  vote  on.  We  respect  your  time,  and  what  we  would  like  to 
do  is  to  conclude  in  5  minutes.  I  have  not  asked  questions,  and  I 
am  going  to,  so  that  if  you  can  answer  very  quickly,  and  we  will 
move  right  ahead. 

Mr.  Thiebolt.  I  will  make  it  quick,  if  I  can  remember  the  point 
that  we  were  arguing  about  here.  What  point  were  we  arguing 
about? 

Mr.  Anderson.  The  competitive  force  in  the  determination  of  the 
wage. 

Mr.  Thiebolt.  Yes,  the  competitive  force.  In  the  80  percent  of  the 
construction  market  that  is  not  supported  by  Federal  Davis-Bacon, 
that  construction  work  is  done  on  lowest  bid.  There  is  nothing  new 
about  Government  contractors  working  on  low  bid.  Everybody 
works  on  low  bid.  The  free  market  out  there  sets  the  wage  rate. 
Let  it  set  the  wage  rate  for  Government  construction,  too.  We  will 
add  160,000  jobs  and  have  a  good  time. 

Senator  Simon.  If  the  chair  would  just  yield  for  30  seconds,  we 
protect  all  kinds  of  people.  We  protect  farmers  with  farm  subsidies. 
We  protect  manufacturers  with  tariffs.  We  have  minimum  wage  for 
labor.  We  do  not  just  toss  people  out  and  say  good  luck.  We  do  pro- 
vide certain  minimum  protection,  and  that  is  what  some  of  us  feel 
Davis-Bacon  is. 

Thank  you,  Mr.  Chairman. 

Senator  DeWine.  Mr.  Thieblot  and  Mr.  Baskin,  please  respond  to 
Secretary  Anderson's  statement  that  the  prevailing  wage  is,  to  the 
best  of  the  Department  of  Labor's  ability,  accurate  and  does  in  fact 
reflect  what  the  statute  says  is  the  prevailing  market  wage.  In 
your  opinion,  is  that  true  or  not  true?  And  Mr.  Georgine,  you  can 
jump  in,  too;  I  did  not  mean  to  exclude  you. 

Mr.  Basken.  I  would  be  delighted  to  respond  to  that,  because  Mr. 
Anderson  has  indicated  in  his  statement  the  very  reasons  why  it 
is  not  truly  reflective  of  the  market  wage.  He  said  they  do  not  have 
the  resources  to  do  the  surveys  enough — in  fact,  here  in  the  Wash- 
ington, DC  area,  they  are  just  doing  a  survey  now  for  the  first  time 
in  10  years.  With  the  unbelievable  market  shifts  that  have  oc- 
curred during  that  period,  they  are  just  getting  around  to  doing  a 
survey.  I  am  not  blaming  Mr.  Anderson.  It  is  a  matter  of  resources. 
It  is  an  impossible  job  to  do  these  all  over  the  country. 

Senator  DeWine.  It  is  not  accurate? 

Mr.  Baskin.  Absolutely  not  accurate.  And  when  they  are  done, 
for  other  reasons  that  he  said,  they  cannot  achieve  accuracy  be- 
cause they  are  getting  responses  from  fewer  than  10  percent  of  the 
contractors  who  are  in  the  market.  They  do  not  trust  the  Grovern- 
ment;  they  do  not  deal  with  the  Government;  they  have  no  reason 
to  respond.  So  they  are  just  throwing  arbitrary  numbers  out  there. 

Senator  DeWine.  Mr.  Thieblot? 

Mr.  Thieblot.  Whether  it  does  or  not  is  really  immaterial. 

Senator  DeWine.  I  suspected  that  you  would  say  that,  but  I  am 
still  interested  in 
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Mr.  Thieblot.  In  my  experience,  the  prevailing  wage  process 
does  not  do  it.  But  what  happens  in  prevailing  wage  is  that  what- 
ever is  found  out  there  and  called  to  be  prevailing  in  the  commu- 
nity is  applied  by  the  Davis-Bacon  Act  as  a  minimum.  You  can  pay 
more — ^you  cannot  pay  less.  What  that  means  is  that  you  cannot  re- 
flect on  any  given  job  the  span  of  wages  that  exists  in  the  commu- 
nity. You  can  only  reflect  half  of  them. 

This  is  a  fundamental  flaw  of  Davis-Bacon  that  has  existed  from 
time  immemorial  that  we  seem  to  have  lost  sight  of. 

Senator  DeWine.  Mr.  Georgine,  quickly. 

Mr.  Georgine.  Thank  you,  Mr.  Chairman.  The  fact  of  the  matter 
is  that  thev  do  serve  a  private  industry,  the  private  market.  And 
the  rates  that  they  determine  to  be  prevailing — over  70  percent  of 
the  rates  that  the  Department  of  Labor  has  determined  to  be  pre- 
vailing have  been  less  than  the  collective-bargained  rate,  which 
just  destroys  the  whole  theory  that  it  is  the  union  rate  that  gets 
put  in.  Yet  union  contractors  are  successful  bidders  even  under 
those  conditions,  because  they  have  higher  productivity. 

So  the  fact  of  the  matter  is  that  the  rate  is  a  true  rate,  and  it 
is  the  rate  of  the  private  industry. 

Senator  DeWine.  Mr.  Secretary,  do  you  want  to  respond  to  Mr. 
Baskin's  comment  that  there  is — I  think  I  wrote  it  down  conectly — 
absolutely  no  dispute  that  Davis-Bacon  causes  inflation?  And  if  you 
could  also  respond  to  his  comment  that  the  OSHA  rates  would  indi- 
cate that  fatality  rates  are  higher  among  labor  than  nonlabor.  I 
just  want  to  give  you  a  chance  to  respond,  because  I  do  not  think 
we  have  touched  on  that. 

Mr.  Anderson.  Yes,  thank  you  very  much,  Senator.  There  are 
few  issues  in  human  affairs  for  which  I  believe  there  is  absolutely 
no  dispute,  and  the  issue  of  the  Davis-Bacon  Act  is  one  of  those. 
So  if  there  is  absolutely  no  dispute  in  Mr.  Baskin's  mind,  he  is  an 
individual  far  different  than  most  I  have  met  ever  in  my  life. 

What  was  your  second  question? 

Senator  DeWine.  OSHA,  fatality  rates. 

Mr.  Anderson.  I  have  no  knowledge  of  that.  I  do  not  have  the 
information. 

Mr.  Georgine.  I  can  tell  you  that.  OSHA  last  year  had  72  per- 
cent more  fatalities  in  nonunion  workers  than  in  union  workers. 

Senator  DeWine.  We  appreciate  your  testimony.  It  has  been  very 
diverse,  interesting  testimony,  and  the  committee  will  continue  the 
debate  in  the  future. 

[Additional  statements  and  material  submitted  for  the  record  fol- 
low:] 

Prepaed  Statement  of  the  Associated  General  Contractors  of  America 

A  policy  objective  pursued  since  1969  by  AGC  of  America  is  outright  repeal  of  the 
Davis-Bacon  Act.  This  objective  is  shared  by  other  construction  associations  whose 
views  are  reflected  in  their  testimony  to  the  Senate  Labor  Conunittee  on  February 
15.  Some  construction  management  groups  remain  silent  on  the  issue,  while  a  few 
others  either  favor  the  Act  or  reform  of  it. 

A  number  of  factors  are  substantially  contributing  to  the  growing  demands  for 
outright  repeal  of  the  Davis-Bacon  Act,  including  a  cavalier  Department  of  Labor 
attitude  that  characterizes  a  Court  decision  directing  the  DOL  ao  to  the  correct  in- 
terpretation of  the  Act,  as  an  "aberration." 

Such  DOL  contempt  for  Court  decisions,  combined  with  arrogance  toward  legiti- 
mate interests  that  get  no  redress  of  their  grievances,  are  examples  of  why  many 
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who  have  hoped  for  reform  are  now  convinced  that  the  only  way  to  be  rid  of  its  in- 
equities is  to  be  rid  of  the  Act  itself. 

Another  contributory  factor  to  a  growing  repeal  movement  is  the  ease  with  which 
either  IDOL  and  Act  supporters  have  been  able  to  persuade  Congress  to  impede  re- 
form. 

Specifically,  as  long  ago  as  1982,  DOL  issued  regulations  recognizing  realities  of 
the  construction  marketplace:  that  many  contractors  utilize  semi-skilled  helpers  to 
provide  entry-level,  on-site  training.  The  regulations  would  have  ensured  that  help- 
ers could  be  used  only  on  public  projects  where  their  use  is  prevailing  in  the  area. 
The  regulations  were  challenged  and  actually  survived  10  years  of  multiple  levels 
oQudicial  review.  The  most  recent  court  ruling  upholding  the  regulations  was  by  the 
U.S.  Court  of  Appeals  in  April,  1992. 

Despite  repeated  judicial  rulings,  even  this  modest  proposal  was  thwarted  by  a 
series  of  riders  on  appropriations  bills  that  denied  the  use  of  DOL  flinding  to  imple- 
ment the  helper  regulations  that  DOL  proposed  13  years  ago.  Needlessly  lost  by 
these  Congressional  riders,  which  were  spawned  by  total  intransigence  to  any  pro- 
gressive change  in  the  interpretation  of  the  Act,  as  distinct  from  even  an  effort  to 
change  the  Act  itself,  were:  significant  cost  savings  to  the  pubhc  (and  government); 
loss  ofjob  and  training  opportunities  for  countless  individuals;  and  further  loss  of 
hope  that  the  Act's  proponents  would  ever  do  anything  other  than  actually  seek  to 
expand  the  coverage  of  legislation  that  has  been  contentious,  controversial  and  divi- 
sive throughout  its  60-plus  year  history. 

The  intransigence  on  and/or  defense  of  the  Act,  and  even  efforts  to  expand  its  cov- 
erage by  proponents  is  understandable  in  the  sense  that  it  is  not  unusual  for  any 
special  interest  to  seek  either  maintenance  or  expansion,  or  to  oppose  withdrawal 
of  something  perceived  to  be  or  which  is  advantageous  to  its  interests. 

What  is  not  understandable,  and  what  should  not  be  acceptable  either  to  Con- 
gress, or  from  any  official  upholding  an  oath  of  office,  is  the  incomprehensible  con- 
duct of  the  U.S.  Department  of  Labor  in  its  maladministration  of  the  Davis-Bacon 
Act.  Ironically,  it  is  that  very  conduct  that  has  become  the  most  telling  force  in  the 
repeal  movement. 

DOL,  in  a  legally  indefensible  position,  characterizes  as  an  "aberration"  and  re- 
fuses to  enforce  Court  decisions  which  clearly,  unambiguously  and  accurately  define 
that  the  language  in  the  Act  applying  coverage  to  the  "site  of  the  work"  actually 
means  "site  of  the  work." 

In  1982,  the  dway  case  started  its  long  travail  through  the  Courts  and  the  bottom 
line  of  the  judicial  process  was  "site  of  the  work"  means  "site  of  the  work." 

The  same  result  obtained  in  the  Ball,  Ball  &  Brosamer  case  in  1994.  Despite  the 
dway  history  and  decision,  in  spite  of  the  Court  decision  in  the  Ball,  Ball  & 
Brosamer  case,  DOL's  contemptuous  sneer  is  "aberration." 

Such  denial  ofjustice  by  DOL  is,  however,  only  the  tip  of  a  bureaucratic  iceberg. 
The  submerged  bureaucratic  ice  coldly  issues  decisions  which  ensure  that  regardless 
of  Court  findings  in  dway  or  Ball,  Ball  &  Brosamer,  there  will  continue  to  be  cases 
wending  their  way  through  the  judiciary. 

The  message  from  DOL  to  citizens  who  would  challenge  its  views  is  that  IDOL 
will  take  them  through  every  available  forum  and  Court.  If  the  Courts  give  them 
the  justice  they  gave  dway  and  Ball,  Ball  &  Brosamer,  the  IDOL  will  merely  con- 
tinue its  usual  decision  making  process  until  another  "aberration"  is  created  by  its 
obstinacy  and  some  naive  citizen  takes  DOL's  bait  by  undertaking  yet  another  legal 
challenge. 5Congress  can  now  finally  afford  carefiil  deliberation  as  to  the  merits  and 
demerits  of  the  Davis-Bacon  Act.  What  Congress  should  not  do  is  tolerate,  from  one 
single  sun  up  to  sun  down:  DOL  intransigence  in  the  face  of  repeated  Couit  deci- 
sions; riders  to  legislation  that  block  even  modest  progress  to  provide  entry  opportu- 
nities to  construction  careers  through  reasonable  helper  provisions;  and  voluminous 
form  filling  and  filing  that  serves  only  to  perpetuate  a  bloated  bureaucracy. 

The  problems  endemic  to  the  Davis-Bacon  Act  will  not  be  solved  by  a  DOL  that 
actually  drives  the  repeal  movement  by  DOL  intransigence. 

The  problems  endemic  to  the  Davis-Bacon  Act  will  not  be  solved,  either,  by  the 
promises  of  meaningless  reform  or  "reform"  that  proves  illusory. 

The  Associated  General  Contractors  of  America  is  not  yet  convinced  that  the  votes 
exist  to  sustain  Davis-Bacon  repeal  in  the  104th  Congress.  With  maximum  respect 
to  Congress,  we  believe  that  failure  to  effectuate  meaningiul  reform  during  this  Con- 
gress virtually  guarantees  subsequent  repeal. 
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National  Commission  for  Employment  Poucy, 
1441  L  Street,  NW,  Suite  9000 

Washington.  DC.,  February  23,  1995. 
The  Honorable  Nancy  Kassebaum,  Chair, 
Senate  Labor  and  Human  Resources  Committee, 
835  Hart  Senate  Office  Building, 
Washington,  DC. 

Dear  Madam  Chair:  Enclosed  please  find  the  Commission's  statement  for  the 
record  regarding  S.  141,  which  calls  for  the  repeal  of  the  Davis-Bacon  Act. 

The  Commission's  statement  contends  that  a  repeal  of  Davis-Bacon  will  result  in 
less  cost  savings  than  is  currently  estimated,  will  reduce  workplace  safety,  and  runs 
counter  to  the  policies  that  Congress  should  be  considering  for  the  construction  in- 
dustry. The  Commission  supports  reform  of  the  Act,  but  not  its  repeal.  Moreover, 
I  would  encourage  Congress  to  pursue  policy  options  that  will  have  more  positive 
long-term  effects  in  the  industry,  namely,  increased  training  opportunities  and  ef- 
forts to  raise  living  standards  instead  of  reducing  wages. 
Should  you  have  any  comments  or  questions,  please  do  not  hesitate  to  contact  me. 
Sincerely, 

Anthony  P.  Camevale, 
Chair 

Prepared  Statement  of  Anthony  P.  Carnevale 

The  notion  that  Davis-Bacon  wage  protections  are  inefficient  and  unfair  has  be- 
come conventional  wisdom.  Like  most  widely  held  assumptions,  this  one  remains 
largely  unexamined.  When  "everybody  knows'  and  proofs  are  non-existent  or  super- 
ficial, it  is  time  to  look  again.  As  always,  a  closer  look  reveals  a  more  complex  and, 
in  this  case,  a  more  positive  reality.  This  statement  is  the  result  of  such  a  review 
by  myself  and  the  Commission  stan.  I  am  especially  indebted  to  Marc  Baldwin,  the 
Cfommission's  Associate  Director  for  Special  Projects,  for  his  initiative  and  rigor  in 
assisting  me  in  the  development  of  this  statement. 

The  Davis-Bacon  Act  was  passed  in  1931  to  require  contractors  to  pay  certain 
crafts  locally  prevailing  wages  on  federal  construction  projects.  Congress  intended 
to  reduce  inter-regional  competition  and  to  limit  the  role  of  federal  spending  in 
encouragingwage  competition.  Davis-Bacon  regulations  currently  cover  about  10  per- 
cent of  all  construction  spending  and  from  500,000  to  700,000  construction  workers 
(also  about  10  percent  01  the  construction  work  force).  ^  My  statement  argues  that 
Davis-Bacon  repeal  will  result  in  less  cost  savings  than  is  currently  estimated,  will 
reduce  work  place  safety,  and  runs  counter  to  policies  that  Congress  should  be  con- 
sidering for  tne  construction  industry.  I  support  reform  of  the  Act,  but  not  repeal. 
Moreover,  I  would  encourage  Congress  to  pursue  policy  options  that  will  have  more 
positive  long-term  effects  in  the  industry,  namely,  increased  training  opportunities 
and  efTorts  to  raise  living  standards  instead  of  reducing  wages. 

I  would  also  encourage  the  Congress  to  expand  the  current  debate  beyond  piece- 
meal consideration  of  individual  labor  protections.  The  current  debate  over  Davis- 
Bacon  and  other  labor  protections  speaks  to  issues  beyond  the  arguments  over  the 
effectiveness  of  particular  legislative  provisions.  The  immediate  purpose  of  an  econ- 
omy, after  all,  is  to  meet  the  material  needs  and  wants  of  the  citizenry.  Jobs  that 
do  not  provide  a  living  wage  for  American  families  or  that  encourage  the  substi- 
tution of  low-wage  labor  for  skill  and  technology  are  not  in  the  long  term  public  in- 
terest. Our  deliberations  on  Davis-Bacon  as  well  as  other  labor  protections  should 
include  careful  assessment  of  the  impact  of  proposed  changes  on  access  to  a  viable 
family  wage  for  those  affected. 

In  addition  to  consideration  of  impacts  of  Davis-Bacon  on  living  standards,  now 
and  later,  we  need  to  approach  the  debate  over  Davis-Bacon  and  other  labor  protec- 
tions as  a  dialogue  on  the  appropriate  balance  between  market  forces  and  American 
cultural  and  political  values.  Most  agree  that  legislative  provisions  that  reduce  cur- 
rent or  potential  productivity  ultimately  reduce  our  cultural  and  political  prospects. 
At  the  same  time,  however,  market  forces  can  lower  wages  and  reduce  economic  se- 
curity below  levels  required  to  sustain  a  culture  based  on  broadly  cast  middle  class 
status  as  well  as  discourage  the  independence  and  direct  political  involvement  of  in- 
dividuals. An  economy  where  too  many  individuals  and  families  exchange  their 
labor  motivated  by  desperation  tends  to  discourage  a  culture  of  individualism  and 
broadly  based  equality  and  a  political  system  that  presumes  active  participation. 
"Necessity,"  as  Ben  Franklin  wrote,  "never  made  a  good  bargain." 
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American  cultural  and  political  values  suggest  to  me  that  we  need  to  limit  "des- 
perate exchanges"  of  labor  for  inadequate  wages  if  we  are  to  sustain  access  to  the 
oroad  middle  class  and  retain  an  appropriate  balance  between  our  market  economy 
and  our  individualist  culture  and  partiapatory  politics.  Davis-Bacon  and  other  labor 
protections  are  intended  to  help  strike  tnat  balance.  They  are  especially  important 
in  America  where  union  membership  is  not  available  to  the  vast  majority  of  work- 
ers. Individuals  by  themselves  are  relatively  defenseless  against  the  desperate  bar- 
gain" that  markets  can  sometimes  force  on  them.  Those  in  unions  can  bargain  with 
maricet  forces  collectively.  Collective  bargaining  doesn't  presume  a  winner,  but  it 
does  make  for  a  fairer  fight.  Those  without  unions  rely  on  legislative  provisions — 
including  Davis-Bacon — to  set  limits  on  market  forces  and  to  remedy  market  fail- 
ures. If  Davis-Bacon  wages  fall,  other  workers'  wages  within  and  beyond  the  con- 
struction industry  will  fall  even  further.  For  most  Americans,  the  government  is  the 
union  of  last  resort  and  that  simple  reality  shouldn't  be  lost  as  we  consider  Davis- 
Bacon  and  similar  provisions  that  sustain  the  balance  between  our  economy,  cul- 
ture, and  political  system. 

Finally,  work  by  Stephen  Barley  at  Stanford  University,  and  a  host  of  others, 
shows'  that  a  persistent  American  cultural  bias  exists  against  those  without  college 
degrees.  Davis-Bacon  helps  to  correct  the  economic  effects  of  that  bias  in  at  least 
one  industry.  Simply  put,  we  tend  to  overpay  college  graduates  and  underpay  skilled 
technical  workers  without  college  degrees  or  professional  degrees.  The  wages  of  non- 
college  skilled  workers  from  technicians  in  manufacturing  to  technologists  and 
nurses  in  health  care  and  the  skilled  trades  worker  in  construction  are  not  commen- 
surate with  their  value  added  and  productivity.  If  we  ever  hope  to  create  real  incen- 
tives and  options  for  work  and  learning  among  our  non-college  bound  youth,  wage 
differentials  like  those  supported  in  Davis-Bacon  are  both  powerful  material  incen- 
tives and  symbols  of  cultural  value. 

Overview  of  the  Issue 

Advocates  of  Davis-Bacon  repeal  argue  that  it  will  reduce  construction  costs,  lower 
the  federal  budget  deficit,  and  reduce  barriers  to  work  reorganization  in  the  indus- 
try. Ojjponents  of  repeal  and  those  who  favor  reform  believe  that  Davis-Bacon  en- 
courages productivity  and  high  skill/  high  wage  jobs  in  the  construction  industry, 
supports  living  standards,  reduces  inter-regional  competition,  and  provides  needed 
regulation  of  labor  supply  in  a  volatile  industry.  The  following  testimony  is  intended 
to  expand  on  these  issues. 

From  this  short  characterization,  it  is  clear  that  Davis-Bacon  raises  fundamental 
questions  about  costs  and  benefits.  There  is  no  denying  that  Davis-Bacon  alters 

grice  mechanisms,  however  slightly,  and  economists  like  to  have  prices  move  freely, 
ut  that's  only  part  of  the  story:  the  full  picture  has  to  include  both  the  costs  of 
allowing  markets  to  operate  without  some  policy  guidance  and  the  benefits  of  Davis- 
Bacon  to  workers,  consumers,  and  the  construction  industry. 

Debate  on  this  issue  is  not  occurring  in  a  vacuum.  In  all  sectors  of  the  economy, 
the  living  standards  of  less  educated  Americans  are'  on  the  decline.  Davis-Bacon  op- 
erates in  one  of  the  few  remaining  sectors  where  workers  with  limited  classroom 
education  can  make  a  living  wage  and  support  a  family.  Moreover,  changes  in  the 
construction  labor  market  suggest  that  Davis-Bacon  plays  a  valuable  role  in  recruit- 
ing high  skill  labor  into  construction  trades  at  a  time  when  low  wages  have  gen- 
erated a  significant  skill'  shortage  in  the  industry. 

This  statement  will  look  first  at  the  existing  estimates  of  cost  savings,  suggesting 
that  outdated  assumptions  and  data  have  resulted  in  significant  overestimates  of 
savings  from  repeal  of  Davis-Bacon.  Second,  it  will  discuss  some  important  benefits 
of  Davis-Bacon  that  are  being  overlooked.  Finally,  it  will  highlight  ways  in  which 
repeal  of  Davis-Bacon  could  exacerbate  negative  trends  already  underway  in  the  in- 
dustry. 

Critique  of  General  Accounting  Office  Cost  Estimates 

Much  of  the  debate  about  Davis-Bacon  repeal  has  focused  on  cost  savings  esti- 
mates generated  by  the  General  Accounting  OfTice  (GAO)  in  1979  and  the  Congres- 
sional Budget  Ofilce  (CBO)  in  1983  and  1994.  These  analyses,  in  my  opinion,  have 
missed  some  vital  issues  and  fail  to  account  for  recent  changes  in  legal  and  eco- 
nomic conditions. 

Perhaps  the  most  frequently  cited  case  for  repeal  of  Davis-Bacon  is  the  1979  GAO 
study.  2  That  study  concluded,  among  other  things,  that  (1)  changes  in  the  national 


^General  Accounting  OfTice,  'The  Davis-Bacon  Act  Should  be  Repealed."  April,  27,  1979. 
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economy  have  made  the  Act  unnecessary,  (2)  administration  of  the  Act  is  imprac- 
tical, and  (3)  wage  costs  are  inflated  by  the  Act.  GAO  called  for  repeal  of  Davis- 
Bacon  and  recision  of  the  Copeland  Anti-Kickback  Act  which  recmirea  weekly  wage 
reporting.  GAO  also  advocated  repeal  of  77  related  statutes.  I  wall  first  address  the 
notion  that  changes  in  the  national  economy  have  made  Davis-Bacon  unnecessary 
and  then  discuss  wage  impacts.  1  will  return  to  the  question  of  administration  (point 
2)  in  discussing  reform  options. 

The  GAO  study  argues  that  several  economic  and  legal  changes  have  made  the 
Act  unnecessary.  As  they  see  it,  declining  federal  spending  on  construction,  the  im- 

f)roved  unemployment  picture  which  looks  nothing  like  the  Depression  era,  and 
egal  protections  that  defend  all  workers  make  the  Davis-Bacon  Act  unnecessary.  On 
the  first  point,  the  fact  that  federal  construction  spending  is  a  declining  portion  of 
all  construction  is  not  relevant;  the  Act  is  intended  to  ensure  that  federal  contracts 
are  not  used,  however  indirectly,  to  reduce  wages  and  living  standards.  The  Act 
never  covered  all  construction  workers.  It  was,  instead,  a  statement  about  how  fed- 
eral funding  should  affect  workers'  living  standards.  Perhaps  most  significant,  it  is 
an  enactment  that  specifically  benefits  the  living  standards  of  non-coUege  educated 
skilled  workers.  Indeed,  it  is  the  onlv  federal  standard  that  comes  to  'mind  that  at- 
tempts to  encourage  both  high  performance  work  places  and  high  wages  for  this 
skill  and  income  group  of  American  workers.  Davis-Bacon  has  a  very  limited  scope, 
but  the  issues  it  raises  go  to  the  heart  of  the  decline  in  income  prospects  for  so 
many  Americans.  ^ 

The  fact  that  federal  construction  is  a  small  or  declining  portion  of  total  construc- 
tion spending  must  also  be  considered  in  a  broader  context  of  industrial  change.  The 
lesson  across  many  industries  is  that  best-practice  firms  in  small  segments  of  an 
industry  can  have  far-reaching  influence  on  other  firms.  The  Japanese  auto  indus- 
try, for  example,  has  never  captured  the  majority  of  the  U.S.  market,  yet  their  pro- 
duction techniques  are  constantly  debated  and  emulated  by  U.S.  producers.  It  mav 
be  that  the  behavior  of  Davis-Bacon  covered  firms  has  a  demonstration  effect  v/eU 
beyond  the  scope  of  the  coverage  itself. 

GAO's  second  point,  the  argument  about  improvement  in  the  unemployment  rate, 
has  two  sides.  The  GAO  study  argues  that  reduced  unemployment  makes  the  Act 
unnecessary.  But  a  unique  feature  of  the  U.S.  economy  has  been  a  tight  labor  mar- 
ket that  has  not  resulted  in  rising  wages.  As  will  be  discussed  below,  current  condi- 
tions of  tight  labor  markets  may,  in  fact,  suggest  that  the  Act  is  more  important 
than  ever  both  to  support  living  standards  ana  to  protect  skill  levels. 

Finally,  we  do  not  share  the  GAO's  faith  that  such  protections  as  the  Fair  Labor 
Standards  Act,  the  Service  Contracts  Act,  and  other  legislative  enactments  that  pro- 
tect labor  standards  are  suf^cient  substitutes  for  Davis-Bacon.  These  protections 
have  never  been  effectively  enforced,  whereas  Davis-Bacon  is  a  clearer,  quantitative 
standard  with  strong  enforcement.  It  is  also  apparent  that  all  such  protections  are 
being  reconsidered.  Faith  in  work  place  protections  other  than  Davis-Bacon  is  al- 
most quaint  in  retrospect  and  we  cannot  support  repeal  knowing  that  other  work 
place  protections  are  under  intense  scrutiny. 

On  the  question  of  cost  savings,  the  GAO  report  is  far  less  consistent  than  the 
report's  conclusions  would  suggest.  One  element  of  the  GAO  study  is  an  independ- 
ent evaluation  of  the  Department  of  Labor's  determinations  of  prevailing  wages. 
They  surveyed  30  localities  and  found  that  in  12  of  them  the  Labor  Department  set 
wage  rates  that  were  higher  than  actually  prevailed  while  in  18  they  set  lower 
standards  than  prevailed.  In  other  words,  the  Department  of  Labor  set  "prevailing 
wages"  at  too  low  a  level  in  60  percent  of^  the  surveyed  localities.  Even  though  pre- 
vailing wages  were  underestimated  in  the  majority  of  localities,  this  finding  is  not 
discussed  in  the  GAO  cost  calculations.  They  instead  assume  that  the  findings  in 
30  jurisdictions  will  apply  to  the  entire  sample  of  about  10,000  jurisdictions.  It  is 
clear  that  any  unbiased  researcher  would  find  the  sample  size  far  too  small  to 
extrapolaie  to  the  entire,  country.  With  this  obviously  flawed  methodology,  the  cost 
increase  due  to  Davis-Bacon  is  "conservatively"  estimated  at  3.4  percent. 

Beyond  this  methodological  problem,  the  changing  economy  has  made  the  GAO 
cost  calculations  moot.  A  key  criticism  in  the  original  GAO  report  was  that  Depart- 
ment of  Labor  estimates  for  prevailing  wages  relied  too  heavily  on  union  wage  rates. 
The  GAO  stated  that  over-estimates  of  prevailing  wages  were  "usually"  based  on 
union  rates.  The  narrowing  of  union  and  nonunion  wage  differentials  makes  this 
GAO  criticism,  and  the  CBO  cost  estimates  reported  below,  less  relevant.  The  GAO 
estimates  were  also  made  before  the  repeal  of  the  "30  percent  rule"  which  favored 


3  Recent  research  for  the  Commission  on  declining  employment  prospects  includes,  Rose,  "On 
Shaky  Ground:  Rising  Fears  About  Incomes  and  Earnings",  NCEP  Research  Report  94-02,  Oc- 
tober 1994. 
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union  wage  rates  in  prevailing  wage  determinations.  The  combination  of  a  declining 
union  wage  premium  and  the  repeal  of  statutes  that  favored  union  wages  in  prevail- 
ing wage  determinations  combine  to  cast  significant  doubt  on  the  continued  rel- 
evance of  cost  savings  estimates  in  the  1979  GAO  report. 

Cost  estimates  in  the  GAO  report  are  also  calculated  with  no  concern  for  produc- 
tivity differentials  that  might  exist  before  and  afler  repeal,  changes  in  health  and 
safety  costs  after  repeal,  or  other  complicating  factors.  For  instance,  lower  wages 
may  reduce  productivity  by  reducing  use  of  labor-saving  technology  or  shifting  em- 
ployment away  from  more  expensive  but  more  productive  and  higher  skilled  work- 
ers. Workers'  compensation  claims  may  rise  in  a  similar  way,  as  less  experienced 
workers  replace  experienced,  safer  employees.  Careful  review  of  the  GAO  study  and 
its  methodology  lead  us  to  conclude  that  there  is  severe  upward  bias  in  its  cost  esti- 
mates. 

CRITIQUE  OF  THE  CONGRESSIONAL  BUDGET  OFFICE  COST  ESTIMATE 

Following  the  GAO  study,  the  Congressional  Budget  Office  (CBO)  produced  its 
own  analysis  of  the  cost  of  Davis-Bacon  in  1983,  updating  its  findings  last  year  and 
estimating  that  repeal  would  save  $5.2  billion  in  outlays  over  five  years.'*  The  basis 
for  the  federal  budget  estimates  in  the  1983  report  was,  in  turn,  a  1982  study  by 
the  Department  of  Labor.''  The  findings  were  updated  in  1994,  but  the  methodology 
was  not  changed  significantly. 

One  of  the  most  important  factors  in  estimating  the  impact  of  Davis-Bacon  repeal 
is  the  assumed  gap  between  pre-  and  post-repeal  wages.  If  one  assumes  wages  will 
fall  dramaticaly,  then  initial  federal  outlays  for  construction  are  more  likely  to  fall 
dramatically  as  well  (though  initial  gains  may  be  lost  with  re-work,  lost  productiity, 
or  increases  in  other  costs).  With  this  pivotal  role  of  wage  differentials  in  mind,  the 
assumptions  about  wage  changes  in  the  CBO  estimates  are  particularly  troubling. 
The  1983  assumptions  about  wage  differentials  and  accounting  costs  cannot  be  used 
with  any  confidence  in  1995.  As  in  the  GAO  study,  the  CBO  estimates  must  be  eval- 
uated in  light  of  changes  in  unionization.  In  1983,  when  the  CBO  made  its  initial 
calculations,  union  members  received  40  to  44  percent  higher  wages  than  com- 
parable open  shop  employees.  Most  recent  Bureau  of  Labor  Statistics  estimates 
place  that  premium  at  29  percent.  This  change  implies  that,  even  if  union  wages 
were  erroneously  used  as  prevailing"  in  largely  unionized  localities,  the  savings 
from  using  market  averages  over  union  rates  would  have  declined  by  almost  one- 
third. « 

The  CBO  also  continues  to  use  a  1983  estimate  for  compliance  costs.  In  1983,  the 
CBO  assumed  that  Davis-Bacon  reporting  reauirements  added  .2  percent  to  con- 
struction spending.  This  estimate  is  likely  to  oe  badly  overstated  for  at  least  two 
reasons.  First,  it  assumes  that  there  has  been  no  technological  change  or  learning 
curve  for  contractors  or  government  agencies.  This  is  clearly  a  mistake,  though  the 
magnitude  of  the  overestimation  can  be  debated.  Second,  expressing  reporting  costs 
as  a  percentage  of  construction  spending  is  misleading.  Many  of  these  costs  will  be 
fixed  costs  and  will  not  be  a  function  of  construction  spending  generally.  As  con- 
struction spending  rises  and  falls,  the  relative  costs  of  contract  compliance  will  rise 
and  fall  as  a  percentage  of  total  spending.  Cost  savings  at  current  construction  lev- 
els have  not  oeen  directly  measured.  Moreover,  since  there  are  likely  to  be  scale 
economies  to  contract  compliance,  we  would  expect  to  see  paperwork  costs  fall  as 
a  percentage  of  construction  spending  as  spending  rises.  The  CBO  methodology  does 
not  allow  for  such  considerations. 

The  CBO  analysis  also  contains  no  estimates  of  the  negative  employment  and  rev- 
enue implications  of  repealing  Davis-Bacon.  The  1983  study  includes  a  section  enti- 
tled "Employment  Effects",  but  that  section  doesn't  measure  all  effects.  Accurate  ac- 
counting of  the  federal  budget  implications  of  Davis-Bacon  repeal  can  only  be  gen- 
erated using  input-output  or  similar  methodologies  to  model  the  national,  re^onal, 
and  state  employment  and  income  multipliers  associated  with  changes  in  lederal 
construction  expenditures.  Without  such  estimates,  discussions  of  repeal  are  based 
solely  on  assumed  declines  in  outlays  without  estimates  of  revenue  losses  or  in- 
creased outlays  in  other  budget  areas. 


*  Congressional  Budget  Ofiice,  "Modifying  the  Davis-Bacon  Act:  Implications  for  the  Labor 
MarVct  and  the  Federal  Budget,"  July  1983. 

^U.S.  Department  of  Labor,  "Final  Regulatory  Impact  Analysis,"  1982. 

*Both  supporters  and  opponents  of  Davis-Bacon  sometimes  mistakenly  think  of  "prevailing 
wages"  as  meaning  "union  wages."  The  discussion  of  union  wage  premiums  in  this  section 
should  not  be  misconstrued  to  suggest  that  union  wages  are  always  prevailing  wages  under 
Davis-Bacon.  It  is,  instead,  written  to  suggest  that  savings  estimates  based  on  previous  wage 
difTerentials  will  overstate  current  wage  gaps  and  potential  savings. 
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In  sum,  the  CBO  calculations  are  based  too  heavily  on  assumptions  generated 
under  the  economic  conditions  of  1983,  significantly  overstating  wage  differentials. 
They  acknowledge  the  impact  of  higher  wages  on  productivity  and  construction  prac- 
tices, but  make  no  attempt  to  measure  these  impacts.  They  make  no  attempt  to  esti- 
mate revenue  losses,  discussing  only  potentially  lower  outlays.  And  they  assume 
constant  rates  for  compliance  costs  for  Davis-Bacon  compliance  regardless  of  the 
level  of  construction  spending  or  changes  in  the  efficiency  of  compliance  procedures. 

POTENTIAL  REVENUE  LOSSES:  EVIDENCE  FROM  STATES 

Up  to  this  point  1  have  limited  my  comments  to  previous  studies  of  cost  savings 
and  argued  that  such  studies  give  less  support  for  Davis-Bacon  repeal  than  might 
be  assumed.  Evidence  from  states  that  have  repealed  state  prevailing  wage  laws 
suggests  that  even  greater  caution  about  repeal  is  in  order.  A  complete  accounting 
of  the  impact  of  Davis-Bacon  repeal  would  have  to  acknowledge  the  potential  for 
cost  increases  both  in  construction  and  in  other  budget  areas  as  a  result  of  repeal. 

A  thorough  econometric  analysis  of  states  which  have  repealed  their  prevailing 
wage  laws  is  long  overdue.  One  such  analysis,  by  Garth  Mangum  and  others,  pro- 
vides a  model.''  Their  model  is  particularly  interesting  because  it  is  one  of  the  few 
sources  that  treats  construction  wages  as  both  a  cost  to  taxpayers  and  as  a  source 
of  tax  revenue  through  income  taxes  and  sales  taxes.  There  is  currently  no 
govemmentsponsored  comprehensive  estimate  of  the  effect  of  Davis-Bacon  repeal  on 
tax  revenues.  The  Utah  study  is  important  because,  unlike  the  CBO  and  GAO,  it 
includes  lost  tax  revenue  and  not  just  lower  production  costs. 

The  study  estimates  that  Utah  lost  $8.2  million  in  tax  revenue  in  1991  as  a  result 
of  repealing  its  prevailing  wage  law.  The  authors  also  found  an  increase  in  cost 
overruns  as  contractors  understated  their  bids.  In  the  decade  before  repeal,  cost 
over-runs  on  state  road  construction  averaged  two  percent.  In  the  decade  after  re- 
peal, average  cost  over-runs  were  seven  percent  of  the  accepted  bid. 

The  Utah  researchers  also  applied  econometric  analysis  to  the  sample  of  all  states 
that  repealed  their  prevailing  wage  laws.  This  analysis  used  regression  techniques 
to  isolate  the  effects  of  changes  in  overall  economic  conditions,  construction  spend- 
ing, trends  in  other  variables,  and  the  specific  impact  of  prevailing  wage  repeal. 
They  use  this  larger  sample  and  range  of  variables  to  estimate  the  potential  in- 
crease In  employment  and  change  in  tax  revenues  due  to  lower  wages  following  pre- 
vailing wage  act  repeal.  They  found  that  only  very  high  levels  of  cost  savings  and 
very  low  marginal  tax  rates  could  justify  Davis-Bacon  repeal  on  the  basis  of  net  cost 
savings  to  the  federal  government.  Specifically,  they  find  that  if  construction  cost 
savings  equal  three  percent  and  marginal  tax  rates  are  20  percent,  the  federal  gov- 
ernment would  lose  $572  million  in  1994  dollars  based  on  1991  federal  construction 
expenditures  following  repeal  of  Davis-Bacon. 

These  findings  are  not  definitive  since  econometric  models  never  capture  all  vari- 
ables. They  should  be  approached  with  as  much  caution  as  the  CBO  and  GAO  find- 
ings. They  are  important  to  bear  in  mind,  nevertheless,  because  of  the  fundamental 
issues  that  they  raise.  It  is,  to  my  knowledge,  the  only  study  that  contains  a  signifi- 
cant level  of  detail  in  several  important  areas.  This  model,  unlike  previous  efforts, 
accounts  for  employment  change  due  to  potentially  increased  hiring  at  lower  wages. 
The  model  estimates  that  each  $1,000  in  lost  earnings  results  in  a  1.3  percent  in- 
crease in  employment.  But  because  wages  fall  more  than  employment  increases, 
total  income  in  construction  is  expected  to  fall  after  repeal.  It  also  directly  models 
the  tax  revenue,  not  just  expenditure,  implications  of  repeal.  Most  significantly,  the 
Mangum  model  is  based  on  existing  evidence  from  states  that  have  repealed  prevail- 
ing wage  laws,  not  assumptions  about  how  wage  rates  and  construction  costs  might 
behave.  Until  CBO,  GAO,  or  the  National  Commission  for  Employment  Policy  is 
called  upon  to  model  the  repeal  of  Davis-Bacon  with  similar  complexity,  we  believe 
the  Utah  findings  are  an  important  addition  to  this  debate. 

INNOVATIVE  WORK  PRACTICES 

Price  mechanisms  have  deep  implications,  beyond  just  cost  of  wages.  Any  evalua- 
tion of  prevailing  wage  laws  has  to  consider  how  firms  respond  to  price  signals.  To 
the  extent  that  low-wage  firms  must  raise  wages  to  bid  under  Davis-Bacon,  skill 
complementarities  must  be  exploited  and  productivity  enhancements  must  be  adopt- 
ed if  a  contractor  is  going  to  make  a  competitive  bid.  This  sort  of  pressure  on  per- 


' Garth  Mangum,  Peter  Philips,  Norm  Waitzman,  and  Anne  Yeagle,  "Losing  Ground,"  Feb- 
ruai-y  1995. 
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formance  isgood  for  the  system — it  is  good  for  consumers  of  new  construction  and, 
in  the  long  run,  it  is  good  for  the  industry. 

The  fact  that  productivity  enhancements  are  the  corollary  o  higher  wages  is  ac- 
knowledged by  almost  all  analysts  and  quantified  by  almost  none  of  them.  In  1993 
testimony,  the  CBO  noted  that     .     .     . 

Higher  wage  rates  do  not  necessarily  increase  costs,  however.  If  these  differences 
in  wages  were  offset  by  hiring  more  skilled  and  productive  workers,  no  additional 
construction  costs  would  result.  Similarly,  the  higher  wage  rates  mi^t  encourage 
different,  less  labor-intensive  construction  methods  that  would  offset  part  of  the  dif- 
ference in  wages.* 

In  the  CBCTs  account,  such  influences  are  deemed  possible,  but  these  factors  are 
not  measured  nor  are  the  dominant  influences  identified.  The  GAO's  study  made  no 
attempt  to  measure  productivity  effects  and  only  acknowledged  the  potential  for 
such  Actors  when  confronted  by  the  Department  of  Labor's  criticism  of  the  report. 
The  GAO  response  noted  that  conclusive  evidence  on  this  point  does  not  exist  (p. 
103).  It  is  our  contention  that  productivity  effects  are  measurable  at  this  time,  if 
not  when  the  GAO  report  was  written.  The  importance  of  attempting  such  measures 
cannot  be  overstated  in  the  current  debate:  With  declining  union-nonunion  wage  dif- 
ferentials, modest  differences  in  productivity  will  make  significant  differences  in 
cost  savings  and  revenue  loss  estimates. 

Data  on  highway  construction  are  informative  on  this  point.  Research  for  the  Op- 
erating Engineers  suggests  that  high  wage  rates  can  be  more  than  made  up  for 
througn  productivity  gains.  Looking  at  data  on  federally-funded  highway  construc- 
tion between  1987  and  1990,  they  compared  high  wage  states  and  low  wage  states. 
High  wage  states  had  labor  costs  that  were  20  percent  higher  than  low  wage  states, 
yet  their  labor  cost  per  mile  was  10  percent  lower.  High  wage  states  averaged  44 
fewer  construction  hours-per-mile.  These  findings  support  more  detailed  analyses 
that  found  higher  productivity  in  unionized  construction  than  in  nonunion  construc- 
tion. "* 

Evidence  of  higher  productivity  in  unionized  firms,  or  negligible  negative  effects 
has  been  found  in  most  industries.  i°  Unions  may  decrease  productivity  by  restrict- 
ing work  reorganization  or  through  strikes.  Unions  may  also  increase  productivity 
directly  through  labor-management  committees  and  through  collective  bargaining 
innovations.  They  may  also  increase  productivity  indirectly  by  raising  wages  and 
thereby  fostering  technology  adoption  or  work  re-organixation.  Davis-Bacon,  by  lim- 
iting wage  competition,  plays  a  similar  role  in  all  firms  (both  union  and  nonunion) 
by  encouraging  the  adoption  of  labor-saving  technology  and  innovative  work  prac- 
tices in  order  to  reduce  unit-labor  costs  without  reducing  wages. 

There  are  currently  14,000  contractors  signing  on  to  a  statement  supporting  re- 
form and  not  repeal  of  Davis-Bacon.  These  contractors  are,  in  many  ways,  the 
bestpractice  firms  in  the  industry.  Their  support  for  Davis-Bacon  indicates  that  they 
are  willing  to  compete  in  ways  that  do  not  reduce  U.S.  living  standards.  One  of 
them,  'Fhomas  Parkinson,  President  of  Burris  Construction  in  New  Jersey,  has  stat- 
ed quite  clearly  why  Davis-Bacon  regulations  are  good  for  the  industry.  In  his  Janu- 
ary 24,  1995  letter  to  the  National  Joint  Heavy  and  Highway  Construction  Commit- 
tee he  states, 

The  schools,  prisons,  and  courthouses  that  we  have  worked  on  use  expensive  and 

Suality  materials  that  require  the  use  of  a  high  degree  of  skilled  mechanics.  The 
lavis-Bacon  Act  insures  tnat  we  are  bidding  on  a  basis  that  will  allow  the  use  of 
this  skilled  labor.  To  think  that  merely  reducing  the  cost  of  labor  will  provide  a 
cheaper  product  is  ludicrous. 

His  firm,  like  any  firm  that  wishes  to  remain  competitive  without  cutting  wages, 
must  adapt  productive  workplace  practices  and  increase  productivity  without  reduc- 
ing skill  levels. 


*  Statement  of  Robert  Reischauer  before  the  Subcommittee  on  Labor  Standards,  Occupational 
Health  and  Safety;  Committee  on  Education  and  Labor;  US  House  of  Representatives.  May  4, 
1993. 

^See  for  example,  Alien,  "Unionized  Construction  Workers  are  More  Productive,"  Quarterly 
Journal  of  Economics,  May  1984  and  Mandelstamm,  'The  Effects  of  Unions  on  Efficiency  in  the 
Residential  Construction  Industry:  A  Case  Study,"  Industrial  and  Labor  Relations  Review,  Vol. 
18   1965 

1^  Addison  and  Hirsch,  "Union  Effects  on  Productivity,  Profits,  and  Growth:  Has  the  Long  Run 
Arrived?",  Journal  of  Labor  Economics,  Vol.  7,  No.  1,1989;  Bemmel,  "How  Unions  Affect  Produc- 
tivity in  Manufacturing  Plants,"  Industrial  and  Labor  Relations  Review,  January  1987;  Mefford, 
"The  Effect  of  Unions  on  Productivity  in  a  Multinational  Manufacturing  Firm,"  Industrial  and 
Labor  Relationns  Review,  October  1986.  A  useful  overview  of  studies  on  both  sides  of  the  debate 
is  Beiman,  "Unions,  the  Quality  of  Labor  Relations,  and  Firm  Performance,"  in  Mishel  and  Voos, 
eds.,  Unions  and  Economic  Competitiveness,  Economic  Policy  Institute,  1992. 
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Work  performed  under  prevailing  wage  conditions  is  often  said  to  be  of  higher 
quality  as  well  as  being  produced  more  efficiently.  There  is  ample  evidence  for  this 
Unkage.  An  independent  audit  by  the  Department  of  Housing  and  Urban  Develop- 
ment, for  example,  found  a  "direct  correlation  between  labor  standards  violations 
and  construction  deficiencies."  The  cost  overruns  that  many  states  experienced  after 
state  prevailing  wage  laws  were  repealed  confirm  the  idea  that  shoddy  work,  low 
wages,  and  repeal  of  prevailing  wage  laws  are  connected. 

HEALTH  AND  SAFETY 

Cost  estimates  for  Davis-Bacon  repeal  rarely  include  estimates  of  increased  injurv 
rates  and  workers'  compensation  expenditures.  A  Data  Resources  Incorporated  (DRl) 
study  of  Massachusetts  acknowledged  the  link  between  prevailing  wage  repeal  and 
"increases  in  state  unemployment  compensation  and  social  service  expenditures"  but 
did  not  model  the  cost. "  CBO  and  GAO  estimates  do  not  acknowledge  this  factor 
in  their  cost  estimates.  It  is  undoubtedly  true  that  such  costs  are  difficult  to  quan- 
tify, but  that  cannot  excuse  researchers  from  acknowledging  their  existence. 

It  is  not  hard  to  see  why  Davis-Bacon  repeal  might  lead  to  increased  injury  rates 
and  workers'  compensation  claims.  Studies  of  injury  incidence  show  that  training, 
work  experience,  and  over-time  are  key  determinants  of  injury  rates.  ^^^  Jn  each 
case — through  reduced  apprenticeship  opportunity,  through  low-skill  competition, 
through  production  speed-up — repeal  of  prevailing  wage  laws  in  states  would  be  ex- 
pected to  increase  injury  rates.  A  good  example  of  this  can  be  found  by  comparing 
injury  rates  in  states  before  and  after  repeal  of  state-level  prevailing  wage  laws. 
Pipe  fitters,  a  prevalent  trade  in  public  works  construction,  averaged  13.8  injuries 
per  100  workers  between  1978  and  1991  in  prevailing  wage  states  according  to  Bu- 
reau of  Labor  Statistics  reports.  States  that  have  never  had  a  prevaihng  wage  law 
had  higher  injury  rates  (14.7/100).  States  that  repealed  their  prevailing  wage  laws 
had  the  highest  injury  rates  after  repeal,  at  15.4  per  100  workers  (Mangum,  et  al.). 
This  increase  in  injuries  imposes  hardship  on  workers,  increases  workers  compensa- 
tion costs,  and  increases  lost  work  days. 

RACIAL  EMPLOYMENT  IMPACTS 

Davis-Bacon  has  recently  come  under  attack  as  being  biased  against  minority 
workers.  Such  criticisms  take  two  forms.  First,  some  argue  that  Davis-Bacon 
emerged  in  a  racially  divided  context  and  was  designed  to  protect  white  workers 
alone.  ^^  Second,  there  is  a  distressing  argument  currently  being  advanced  by  some 
that  most  worker  protections— ranging  from  the  Fair  Labor  Standards  Act  to  the 
Occupational  Safety  and  Health  Administration— are  a  barrier  to  hiring  of  minori- 
ties and  economically  disadvantaged  workers.  The  most  recent  example  of  this  posi- 
tion relates  to  welfare  reform  and  the  drive  to  reduce  workplace  protections  in  order 
to  encourage  hiring  of  disadvantaged  women. 

On  the  first  point,  the  legislative  record  provides  ample  evidence  that  the  goal  of 
Davis-Bacon  was  to  ensure  that  the  wages  of  all  workers  in  a  given  locality  were 
defended  from  low  wage  out-of-state  contractors,  regardless  of  the  race  of  the  con- 
tractors or  the  workers  in  the  locality.  Criticizing  the  Act  now  on  the  basis  of  re- 
marks from  a  few  Congressmen  in  the  1930s  is  to  rely  on  little  more  than  guilt  by 
association.  The  most  frequently  cited  Congressional  remarks  are  by  Representative 
Upshaw  of  Georgia,  who  commented  favorably  on  what  he  assumed  would  be  the 
racial  effects  of  the  law.  i"*  Those  who  cite  these  comments  neglect  to  mention  that 
Upshaw  was  defeated  in  his  re-election  bid  before  the  Davis-Bacon  Act  was  passed 
and  that  he  opposed  the  Act. 

The  second  criticism  is  more  insidious,  calling  into  question  all  forms  of  workplace 
protection  and  claiming  that  any  protection  from  adverse  market  outcomes  works 
against  minority  hiring.  I  do  not  believe  that  Davis-Bacon  and  similar  measures  to 


11  Data  Resources  Incorporated,  R^onal  Information  Group,  "Study  of  the  Economic  Impact 
of  Repeal  of  the  Massachusetts  Prevailing  Wage  Law,"  August  18,  1995.  Page  17. 

12  See,  for  example,  L.L.  Rethi  and  E.A.  Barrett,  "A  Summary  of  Injury  Data  for  Independent 
Contractor  Employees  in  the  Mining  Industry  from  1983  to  1990",  US  Bureau  of  Mines,  1993; 
D.  Kriebel,  "Occupational  Injuries:  Factors  Associated  with  Frequency  and  Severity",  Inter- 
national Archives  of  Occupational  and  Environmental  Health,  Vol.  50,  No.  2,  1982;  J.A.  Gaunt, 
'The  Relationship  Between  Overtime  and  Safety",  NIOSH,  1980;  K.  Mason,  "Some  Aspects  of 
Accident  Causation  Related  to  Occupation,  Age,  and  Experience  of  Worker,"  Workers'  Com- 
pensation Board,  Vancouver,  Canada,  1977. 

i3Geoiige  Will,  "Davis-Bacon  and  the  Wages  of  Racism,"  Washington  Post,  Feb.  5,  1995. 

i*The  oft-cited  remarks  by  Upshaw  were  to  his  Northern  colleagues  saying  he  "smiles  over 
the  fact  of  your  reaction  to  the  real  problem  you  are  confronted  with  in  any  community  with 
a  superabundance  or  large  aggr^ation  of  Negro  labor." 
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protect  workers  must  be  relaxed  or  dismantled  to  promote  hiring  of  some  classes 
of  workers.  I  also  do  not  believe  that  Davis-Bacon  should  be  repealed  so  that  con- 
tractors can  pay  minority  workers  less  than  prevailing  wages.  It  is  distressing  that 
some  groups  are  advocating  that  disadvantaged  and  minority  workers  should  not 
enjoy  the  same  workplace  safety  and  wage  protections  as  incumbent  workers.  There 
are  ample  means  to  improve  the  employability  of  workers  short  of  allowing  dan- 
gerous work  environments  and  deleterious  competition  on  wages. 

The  fact  is,  there  is  no  evidence  that  Davis-Bacon  reduces  minority  hiring.  Cur- 
rent data  sources  do  not  permit  accurate  accounting  either  for  or  against  Davis- 
Bacon.  Neither  the  Wage  and  Hour  Division  of  the  Department  of  Labor  nor  the  Of- 
fice of  Federal  Contract  Compliance  collect  data  that  is  detailed  enough  on  Davis- 
Bacon  contracts.  The  role  of  Davis-Bacon  in  minority  recruitment  to  apprenticeships 
is  also  unknown  given  that  the  Bureau  of  Apprenticeship  and  Training  in  the  Em- 
ployment and  Training  Administration  has  no  data  on  this  issue  for  several  large 
states,  including  California.  This  data  should  be  systematically  collected  and  pub- 
licly available  and  suchcollection  and  dissemination  is  long  overdue.  The  fact  that 
such  information  is  not  currently  available  points,  once  again,  to  the  need  to  revital- 
ize the  nation's  labor  market  information  system. 

Analysis  of  the  29  states  that  have  reported  data  to  the  Bureau  of  Apprenticeship 
and  Training  is  included  in  the  Mangum  study.  The  data  are  analyzed  to  identify 
changes  in  apprenticeship  participation  before  and  after  repeal  of  state  prevailing 
wage  laws,  controlling  for  a  range  of  factors.  The  percentage  of  all  construction 
workers  who  were  in  apprenticeships  fell,  on  average,  from  4.3  percent  before  repeal 
of  state  prevailing  wage  laws  to  2.1  percent  after  state  repeal.  The  data  also  show 
a  positive  efTect  of  prevailing  wage  laws  on  minority  enrollment  in  apprenticeships. 
Minorities  were  19.4  jjercent  of  all  construction  apprentices  in  states  that  later  re- 
pealed their  state  prevailing  wage  laws,  but  only  12.5  percent  of  all  apprentices  in 
those  states  after  repeal.  Again,  these  findings  are  based  on  a  data  set  that  does 
not  include  severallarge  states,  but  it  does  suggest  that  critiques  of  Davis-Bacon 
based  on  racial  disparities  are  difficult  to  defend. 

In  the  absence  of  definitive  data,  examples  from  key  institutions  are  an  important 
additional  source  of  information.  The  case  of  the  Laborers'  International  Union  of 
North  America  (LIUNA)  is  important  to  cite.  The  LIUNA  represents  many  of  the 
lowest  skilled  job  classifications  in  construction,  the  same  group  that  Davis-Bacon 
opponents  argue  would  benefit  from  repeal.  Current  experience  suggests,  on  the  con- 
trary, that  Davis-Bacon  supports  a  diversified  labor  force  in  construction.  The  Con- 
struction Craft  Laborer  Apprenticeship  program  boasts  of  local  flill-year  apprentice- 
ship participation  that  is  between  62  and  95  percent  women  and  minority.  Steward 
training  under  the  direction  of  the  LIUNA's  Education  Department  includes  empha- 
sis on  ethnically  diverse  work  places.  Looking  to  the  future,  the  Laborer's  eflort, 
Task  Force  2000,  is  an  expenditureof  substantial  resources  to  devise  strategies  to 
meet  the  needs  of  women  and  minorities  through  collective  bargaining.  These  initia- 
tives suggest  that  Davis-Bacon  is  not  a  barrier  to  minority  employment.  It  is  part 
of  a  system  that  supports  minority  apprenticeships  and  decent  living  standards 
after  entering  the  trades. 

AN  INDUSTRY  IN  TRANSITION:  WHY  REFORM  NOT  REPEAL 

The  issue  of  apprenticeships  was  raised  in  the  context  of  minority  recruitment, 
but  it  goes  to  the  heart  of  change  in  the  industry.  Like  so  many  U.S.  industries, 
the  construction  sector  is  undergoing  a  significant  transition.  I  believe  that  transi- 
tion can  be  guided  through  policies  such  as  Davis-Bacon  reform.  Repeal  of  Davis- 
Bacon,  on  the  other  hand,  would  encourage  the  industry  to  take  a  low-wage,  low- 
skill  path  to  an  uncertain  future. 

When  dramatic  action  such  as  Davis-Bacon  repeal  is  being  considered,  it  behooves 
us  to  ask  what  problem  is  being  solved.  If  the  issue  is  the  federal  deficit,  believe 
the  cost  estimates  that  currently  exist  are  completely  insufficient  for  estimating  the 
costs  and  benefits  of  repeal.  If  the  issue  is  minority  hiring  and  apprenticeships,  be- 
lieve, contrary  to  unsubstantiated  assertion,  that  the  current  system  can  be  im- 
proved without  repeal  of  Davis-Bacon  and  that  Davis-Bacon  is,  in  fact,  a  force  for 
minority  advancement,  particularly  for  defending  safe  working  conditions  and  living 
standards.  If  there  is  a  significant  problem  that  warrants  government  intervention 
in  the  construction  industry,  the  problem  is  labor  shortages  and  skill  shortages.  Re- 
peal of  Davis-Bacon  can  play  no  positive  role  on  this  count. 
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A  recent  Bureau  of  National  Affairs  (BA)  publication  is  informative  on  this 
point.  ^^  The  BA  report  surveyed  construction  industry  employers  and  workers  in 
key  regions  of  the  country.  Although  originally  skeptical,  the  authors  found  over- 
whelming evidence  of  skill  shortages  and  tight  labor  markets.  Moreover,  the  source 
of  scarcity  in  the  labor  market  was  clear: 

What  emerges  is  a  picture  of  an  industry  with  relatively  low  wages  in  which 
workers  no  longer  compete  to  get  into  what  had  been  coveted  union  apprenticeship 
programs.  At  a  time  when  owner  emphasis  is  on  fasttrack,  cost-effective  construc- 
tion and  contractors  struggle  with  paper-thin  profit  margins,  the  industry  finds  it- 
self with  plenty  of  concrete  and  steel  but  not  enough  skilled  tradesworkers.  (p.  5- 
3) 

As  wages  have  fallen,  labor  supply  has  dried  up.  As  Stacie  Addison,  executive  di- 
rector of  the  Associated  Builders  and  Contractors  in  Western  Colorado,  puts  it, 
"That's  the  thing  you  hear  most  often,  that  construction  used  to  be  the  highest  paid, 
and  that's  not  the  case  anymore.  Apprenticeship  wages  have  not  remained  competi- 
tive with  other  non-construction  wages"  (5-19).  There  is  evidence  in  some  states  in 
the  BNA  survey  (Colorado,  Florida,  Texas)  that  formerly  open-shop  contractors  are 
signing  union  agreements  or  hiring  union  labor,  paying  higher  wages  but  securing 
the  needed  employees  to  perform  skilled  work. 

When  the  full  picture  of  the  industry  is  taken  into  account,  the  drive  for  Davis- 
Bacon  repeal  is  particularly  misguided.  The  construction  industry  is  beset  with  a 
rising  demand  for  skilled  workers,  a  declining  pool  of  young  people  who  are  inter- 
ested in  these  jobs,  and  an  aging  work  force  that  will  be  retiring  in  large  numbers 
over  the  next  decade.  In  that  context,  encouraging  wage  decline  and  reducing  the 
institutional  power  of  unions  and  their  apprenticeship  programs  is  a  drastic  error. 

CONCLUSION 

Review  of  the  Davis-Bacon  Act  has  convinced  me  that  repeal  would  be  contrary 
to  the  interests  of  construction  workers,  the  construction  industry,  and  living  stand- 
ards in  the  country.  At  the  very  least,  this  action  should  not  be  undertaken  without 
a  more  current  and  detailed  estimate  of  the  effects  of  the  law.  It  is  not  at  all  clear, 
given  existing  estimates,  what  the  benefits  of  repeal  will  be.  We  can,  however,  see 
significant  costs.  Without  a  more  comprehensive  examination  of  the  issue.  Congress 
runs  the  risk  of  doing  to  the  country  what  the  concluding  sentence  of  the  DRl  study 
of  Massachusetts  warned  could  happen  in  that  state:  "The  only  clear  result  of  re- 
pealing the  Massachusetts  prevailing  wage  law  would  be  lower  wages  for  certain 
Massachusetts  residents"  (p.  14). 

Instead  of  repeal,  reform  could  generate  support  among  a  majority  of  industry 
constituencies.  With  14,000  contractors  on  record  against  repeal  of  Davis-Bacon,  re- 
peal has  no  such  consensus.  Consensus  could  be  reached  to  reduce  reporting  re- 
quirements. These  could  be  made  biweekly  or  monthly.  The  CBO  estimates  savings 
at  $260  million  over  five  years  if  reporting  were  monthly.  It  may  be  prudent  to  raise 
the  threshold  for  Davis-Bacon  coverage.  We  urge  this  committee  and  others  to  begin 
dialogue  around  such  compromises  and  abandon  the  more  divisive  strategy  of  re- 
peal. 

Far  more  important  than  Davis-Bacon,  Congress  needs  to  think  far  into  the  iuture 
of  the  construction  industry.  This  industry  is  in  a  profound  transition  and  faces  sig- 
nificant labor  shortages,  primarily  because  wages  and  working  conditions  in  this  in- 
dustry have  reduced  the  pool  of  interested  young  people.  Congressional  action 
around  construction  trades  should  address  labor  supply  issues  directly.  Davis-Bacon 
repeal  takes  this  industry  in  exactly  the  wrong  direction.  A  more  positive,  long-term 
response  would  be  to  improve  apprenticeship  opportunities  and  improve  the  image 
of  construction  work  through  health  and  safety  improvements  and  higher  wages.  In- 
creasing labor  supply  in  this  area  will,  of  course,  result  in  lower  labor  costs  through 
increased  supply.  But  rather  than  reduce  living  standards,  increasing  apprentice- 
ship enrollment  can  improve  future  wages,  raise  construction  quality,  and  improve 
productivity. 


1^  Bureau  of  National  Affairs,  Special  Report,  "Skilled  Labor  Shortages  in  Construction:  Real 
or  Imagined?,"  December  21,  1994. 
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California  Aluance  For  Jobs, 
70  Washington  Street,  Suite  46o, 

Oakland,  CA.  February  15.  1995. 
Members  of  the 

Committee  on  Labor  and  Human  Resources, 
United  States  Senate, 
Washington.  DC. 

Dear  Committee  Members:  It  has  come  to  our  attention  that  your  Committee  is 
considering  changes  to  the  Davis-Bacon  prevailing  wage  law  this  week.  For  that  rea- 
son, representing  over  2,000  California  contractors  and  their  employees,  the  Califor- 
nia Alliance  for  Jobs  wishes  to  share  with  you  the  engineering  construction  indus- 
try's prospective  on  the  value  of  the  prevailing  wage. 

The  Alliance  represents  companies  which  build  highways,  streets  and  sidewalks; 
bridges,  tunnels  and  causeways;  pipelines;  water  and  waste  water  treatment  plants; 
drainage  and  irrigation  projects;  flood  control;  and  power/co-generation  plants.  Man- 
agers of  firms  participating  in  the  California  Allianceforjobs  are  experts  in  the  cost 
of  doing  public  works  projects  and  in  managing  the  personnel  necessary  to  success- 
fully complete  major  federal  construction  projects. 

Cost  Cutting.  As  the  Committee  considers  prevailing  wages,  potential  cost  savings 
will  certainly  be  examined.  In  order  to  understand  the  relationship  of  wages  to 
project  costs,  some  percentages  might  prove  useful.  The  FHWA's  Office  of  Engineer- 
ing has  estimated  lor  federal  highway  construction  contracts  over  $1  million,  only 
20.70  percent  of  the  project  cost  is  paid  as  wages.  These  wages  include  administra- 
tive, supervisory,  skilled,  intermediate  and  unskilled  labor.  Materials  (e.g.  aggre- 
gate, Portland  cement,  steel,  etc.)  and  supplies  make  up  44.5  percent  of  the  project 
costs  and  34.8  percent  of  the  project  cost  is  spent  on  equipment,  profit,  overhead 
(fiiel,  lubricants,  office  rental,  taxes,  licenses,  insurance,  etc.),  and  compliance  with 
government  requirements.  In  our  opinion,  reductions  in  workers  compensation  and 
other  insurance  costs,  license  fees,  duplicative  government  redtape,  and  taxes  would 
impact  more  profoundly  the  cost  of  public  construction,  than  the  minimum  savings 
realized  by  penalizing  the  individual  worker  and  his  family  with  lower  wages. 

Quality  and  Speed.  It  is  not  only  hourly  rates  and  cost  of  materials,  but  also  the 
quality  of  construction  and  how  long  it  takes  to  complete  a  project,  which  must  be 
weighed  in  your  deliberations.  As  employers.  Alliance  members  nave  found  that  the 
more  highly  skilled  workers  attracted  by  prevailing  wages  have  a  significant  advan- 
tage in  productivity.  For  that  reason,  cost  savings  are  being  realized  throughout  our 
State  by  shortening  the  time  needed  to  complete  a  project.  Both  the  reopening  of 
the  Northridge  Earthquake  damaged  freeway  and  I  85,  a  new  Interstate  Highway 
in  San  Jose,  were  completed  ahead  of  time  by  construction  firms  paying  prevailing 
wage.  Even  small  projects  benefit  from  a  skilled  labor  pool.  For  example,  2.2  miles 
of  road  was  upgraded  and  resurfaced  by  an  Alliance  member  company  in  one  day, 
setting  a  record.  A  study  using  Federal  Highway  Administration  data  and  verified 
by  Washington-based  statistical  analysis  firm,  Ruttenberg,  Kilgallon  and  Associates, 
concluded  that  highway  construction  projects  required  56  percent  less  hours  to  com- 

[)lete  in  high  wage  States.  Lower  total  project  costs  resulted  when  compared  with 
ower  wage  projects. 

The  Construction  Business.  Construction  is  a  local  business.  Under  today's  pre- 
vailing wage  law,  the  majority  of  the  workers  employed  by  large  public  works 
projects  can  afford  to  live  within  reasonable  commuting  distance  from  the  job. 
Wages  earned  are  immediately  reinvested  in  the  community.  The  work  is  difficult 
and  exacting;  it  is  potentially  dangerous;  and  safety,  a  high  priority.  Prevailing 
wage  rates  include  contributions  to  pension  funds,  health  benefits,  and  injury  com- 
pensation, as  well  as  contributions  to  the  maintenance  of  apprenticeship  programs 
which  provide  on  going  pools  of  skilled  workers.  Heavy  construction  requires  team 
work  and  a  high  level  of  trust  among  workers  and  their  managers.  For  that  reason, 
good  health  care  and  pension  plans  and  excellent  training  supported  by  prevailing 
wage  laws  are  a  must. 

Successful  contractors  have  grown  up  in  the  business.  Many  members  of  the  Alli- 
ance, now  owners  of  construction  firms,  started  as  general  laborers  or  heavy  equio- 
ment  operators.  Under  Davis-Bacon  they  could  afibrd  to  raise  their  families  while 
learning.  Others,  both  daughters  and  sons,  entered  the  field  working  in  the  family 
business.  Local  contractors,  already  committed  to  paying  locally  prevailing  wages, 
have  a  fair  chance  to  compete  for  government  jobs  under  Davis-Bacon.  Moreover, 
prevailing  wages  establish  a  level  playing  field  for  women,minority  and  small  busi- 
ness contractors  competing  for  government-funded  construction  projects.  This  is  par- 
ticularly important  in  California  where  undocumented  workers  subsidized  by  our 
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State's  generous  welfare  system  can  aflbrd  to  woric  for  less  and  can  unfairly  drive 
wages  c£wn. 

In  Conclusion.  The  construction  industry  plays  a  major  role  in  this  region's  econ- 
omy. For  that  reason,  a  healthy,  thriving  construction  industry  is  essential  to  the 
future  of  California.  It  acts  as  the  States  barometer,  measuring  an  expanding  or 
contracting  demand  for  jobs.  Construction  work  is  manpower  intensive;  it  oners 
steady  work  and  good  pay;  and  management/labor  teams  share  an  important  sense 
of  pride  for  a  job  well  done.  Not  only  does  the  Northern  California  construction  in- 
dustry employ  thousands  of  workers;  but,  unlike  manv  businesses  which  just  gen- 
erate paper  or  reallocate  wealth,  the  construction  workers  create  tangible  products 
to  answer  real  societal  needs.  Good  roads,  rail  and  subway  systems,  aifordable  hous- 
ing, industrial  parks,  cost-effective  water  and  waste  water  treatment  plants,  and  re- 
taU  centers  illustrate  the  contributions  made  to  Northern  California  by  its  construc- 
tion industry. 

In  closing,  the  California  Alliance  for  Jobs  urges  the  Committee  to  consider  the 
negative  impact  repealing  Davis-Bacon  would  have  (1)  on  the  construction  worker 
and  his  family  and  (2)  on  the  quality  of  public  works  product  the  American  taxpayer 
would  be  receiving  in  return. 

Thank  you  very  much  for  your  consideration. 
Sincerely, 

Sue  Markland  Day 

Executive  Director 

Prepared  Statement  of  the  National  Society  of  Professional  Engineers 

The  National  Society  of  Professional  Engineers  (NSPE)  was  founded  in  1934  and 
represents  70,000  engineers  in  the  United  States  and  abroad  in  535  local  chapters 
and  54  state  and  territorial  societies.  NSPE  is  a  broad-based  interdisciplinary  soci- 
ety representing  all  technical  disciplines  and  all  areas  of  engineering  practice,  in- 
cluding^govemment,  indu8trv,education,  private  practice,  and  construction. 

NSF^  believes  that  the  Davis-Bacon  Act  of  1931,  which  requires  contractors  on 
federal  funded  construction  projects  to  pay  employees  at  locally  prevailing  wage 
rates,  is  no  longer  relevant  in  todays  economic  environment  and  should  be  repealed. 
NSPE  commends  the  Subcommittee  on  Worker  Protections  for  holding  a  hearing  to 
examine  the  Davis-Bacon  Act. 

NSPE  supports  the  repeal  of  the  Davis-Bacon  Act  based  on  the  fact  that  requiring 
contractors  to  pay  higher-than-normal  wages  actually  increases  construction  costs  to 
the  Federal  government  and  decreases  the  number  of  construction  firms  willing  to 
compete  for  federal  work.  In  1994,  the  Congressional  Budget  Office  (CBO)  estimated 
that  Davis-Bacon  Act  raised  federal  construction  costs  by  at  least  $3.1  billion  over 
five  years. 

NSPE  also  believes  that  the  Davis-Bacon  Act  of  1931  diminishes  employment  op- 
portunities for  many  workers  whose  employers  choose  not  to  compete  for  federal 
contract  woric  due,  among  other  reasons,  to  mandatory  higher-than-local  market 
wages  and  the  extensive  paper  work  requirements  and  administrative  burdens  asso- 
ciated with  Davis-Bacon  regulations. 

In  the  event  that  the  Davis-Bacon  Act  is  not  repealed,  NSPE  urges  the  govern- 
ment to  thoroughly  review  the  determination  of  the  prevailing  wage  rate  lay  the 
"thirty-percent  rule"  since  it  does  not  seem  to  be  the  proper  basis  for  setting  Davis- 
Bacon  wages.  In  areas  where  labor  unions  exist,  the  Davis-Bacon  wage  levels  are 
usually  set  at  union  scale  even  though  union  labor  may  not  be  a  major  part  of  the 
work  force.  The  government  normally  determines  prevailing  wages  through  the  use 
of  union  wage  scales  because  it  is  the  simplest,  though  not  the  most  accurate  way 
to  determine  prevailing  wages.  NSPE  believes  the  determination  of  wages  should  be 
made  through  the  free  market  system. 

In  summary,  NSPE  calls  for  the  repeal  of  the  Davis-Bacon  Act  of  1931  in  order 
to  decrease  the  costs  of  Federal  construction,  increase  the  number  of  firms  compet- 
ing for  Federal  work,  improve  employment  opportunities  for  workers  and  reduce  pa- 
perworis  and  reporting  requirements  for  contractor  firms. 

NSPE  is  pleased  to  endorse  S.  141,  introduced  by  Senator  Nancv  Kassebaum  (R- 
KS),  and  companion  legislation  H.R.  500,  introduced  by  Rep.  Cass  baUenger  (R-NC), 
to  repeal  the  Davis-Bacon  Act  of  1931. 

NSPE  appreciates  the  opportunity  to  express  its  position  on  the  Davis-Bacon  Act 
and  looks  forward  to  working  with  Congress  and  the  Administration  on  this  impor- 
tant issue. 

Senator  DeWine.  Thank  you. 

[Whereupon,  at  12:05  p.m.,  the  committee  was  adjourned.] 
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